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ABSTRACT ' * 

The direction and scope of deinstitutionalization in 

75 •'public and 161 community residential programs for mentally 
retarded people in the Unites States were, examined fcy analysis of 
current levels of expenditures, projected costs., efficacy coexisting 
funding mechanisms, and identification of .critical factors affecting 
cost variation. Results of a three page self report questionnaire 
completed by financial officers of each/facility included the rinding 
-that the largest single expense reported by most facilities was 
personnel related. Estimates- of total revenue, expenses, and capital 
investments are presented separately - for public and community, 
facilities as well as separately by census regions. and size 
cateaori^s. Results further revealed /that public residential facility 
per diems were were significantly different when tested for census 
region differences and varying levels \of staff resident ratios. The; 
intensity of staffing and services pro\vided by community residential 
facilities significantly affected per diems, as did family ownership 
and the proportion of severely/profoundly mentally retarded 
residents. Public policy implications are presented in terms of 
constitutional guarantees and levels ,of funding: programing 
requirements and -the application of cost functions; and reimbursement 
patterns, fiscal disincentives, and the future development of 
community alternatives. (Author/CL) 
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ABSTRACT 

- Government financing of -the "long term" residential care of mentally 
retarded people has been a matter of public -policy for \over .100 years. 
In the last^decade the institutional population has declined while the 
number of smaller, community based facilities has increased dramatically 
The direction and magnitude of this deinstitutionalization movement rtay 
be determined; in the future by the current levels of expenditures , the 
projected* costs, the efficacy of existing funding mechanisms, and 
identification of critical factors that affect variations in cost. 

An extensive review of the literature revealed that few comprehen- 
sive cost studies in the area of residential services for .mentally 
retarded people have been completed on a national or state level. The 
purpose of the present study was threefold. The first objective was to 
provide a descriptive profile \of '"the national patterns of revenue, 
expenses, and capital .investments 'of public and community residential . 
facilities during 1977-1978. Tha second^ob jective of the study was to 
provide an analysis of costs by 1.4 separate locational, organizational, 
and residential variables. The third objective was the use of cost 
function analysis to test statistical relationships between and among 
several independent variables and the dependent variable,', per diem cost, 
using multiple regression techniques. : 

This study was conducted in collaboration with t^'e: Survey .Research 
Center of the University of Michigan. Cost data were .collected 'from 



9 - t, 

" ii .■ 

a national probability sample., of .15 public residential facilities and 
161 fcoiranunity residential facilities selected by the -Sampling Section 
-of the Survey Research Center. A three page self, report questionnaire 
designed to assess both revenues and expenses was completed by the 
most appropriate financial officer of the facility. 

The population estimates of total revenue reported by all residen- 
tial facilities was $3.il billion with government sources accounting 
for almost the entire amount. The total expenses of public facilities 
was $2,735 billion and $5l8. million for community facilities. The 
single largest expense reported by most facilities was personnel 
expenses. Capital investments totaled over $5.3 billion for land and 
buildings of all public and community residential facilities. Estimates 
of total revenue, expenses, and capital investments were presented 
separately for public residential facilities and community residential 

facilities, as well as separately by census regions and. by size cate- 

\ 

gories. ; ■ 

Results^from several of the hypotheses tested, indicated public 
residential facility per diems- were significantly different when tested 
for census" region differences and varying levels of staff resident 
ratios. The intensity of staffing -and services provided by community 
residential facilities significantly affected per diems. Family owner- 
ship and the proportion of severely /profoundly mentally retarded resi- 
dents served also significantly affected" per diems. Cost 'function 
analyses were performed separately for public and community facilities. 

A comprehensive discussion of results x was presented including a 
brief discussion of the difficulty of conducting, cost effectiveness 
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analysis between public and community residential facilities. Several 
public policy . implications- were presented in terms of (a) constitutional 
guarantees and level of funding/ (bj programming requirements and the 
application of cost functions, and v (c) reimbursement patterns, fiscal 
disincentives, and the future development of community alternatives.- > 
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I. INTRODUCTION 

Government financing of the long term residential care of mentally 
retarded people has been a matter of public policy for over 100 years. 
Historically, mentally retarded people have been treated by diverse 
government actions and reactions ranging from sheer rejection and 
isolation in large, public facilities to the modem practice of 
physically and socially integrating them within local coxtscnunity 
settings.. This latter approach of shifting care irosn public'.- 
institutions to: smaller, conmuiiity-based homes and facilities is 
commonly known as deinstitutionalization, . though, , as will be discussed, 
later, the term is properly defined much Ktcre broadly. 

The impetus for significant improvements in the care *nd treatment 

of mentally retarded people has come from both the general advancement 

- ■" ' ' * "*•■-**«•'.. 

in national wealth and the changing attitude ', in society toward 

'dependent people , (Mott, 1976"). Th*. culminating effect of . changing^ 

attitudes has been the dramatic expansion of; the nuihber of community 

residential: facilities (Bruininks, Hauber, & Kudla, 1979) depicted in 

Fioure 1 and the rapid Recline in the number of mentally retarded 

*res\iderits in public institutions .(Lakin, 1979) illustrated in Figure 2. 

Lakifc (1979) provided an historical review of demographic trends of 

publlb institutions from 1840 to 1978. According to Lakin, jthb 1880 

census\ counted! .2,429 residents in institutions. Steady increases /were 
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Figure 1.- , Year of Opening for. 4,290 CRFs: United States, 1977 (97% CRFs Reporting) 
' , (Bruininks/Haiiber, & Kudla, 197,9, p. 58) 
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Figure 2. Total Populations of Mentally Retarded People in Public Institutions Jfor the Period 
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reported from 1880 up to 1967 when the institutional population reached 
a peak of 194,650. From 1968 to the present, the^>nstitutional 

i 

population has declined • > 

The direction and magnitude of deinstitutionalization as a public 
policy may be determined in the future by the current levels of expen- 
ditures, the projected cqsts, the efficacy of existing funding 
mechanisms, and identification of critical factors that affect cost 
variation; The purpose of the present study is to describe the level 
of expenditures for a national probability sample of publicly and 
privately operated residential programs for mentally retarded people 
and to identify the critical factors that affected cost variation during 

1977-1978- f . .. 

Within the United States, there are at least five groups^ concerned 
with the public pplicy of .deinstitutionalization. Each group including, 
a) legislators, . b) executives of government, c) judges, d) interest 
.groups, and e) government workers plays an important role iri.. determining 
the method, priority, and extent of funding residential service. 
During policy development, interest groups may disproportionately act 
and interact to' influence the final Outcome. As Dror (1968) explained: 

Public policy is a very complex,, dynamic process whose 
various con^onents make different. contributions to it. f - 
— --— It^decidesr major guidaines^or action- directed at the 
. future ,' mainly by government organs. These guidelines 
(policies) formally aim at/ achieving what i3 in the 
public interest by the best possible means. (p. 12) * \ 



The political tension generated: by the interaction of these five groups 

: •" ■ • * r : '■ ' " " ■ * 

may either agitate or settle the final outcome of laws, regulations, 
and interpretations. f ■ 



Presently, the public policy of deinstitutionalization is not 

clearly articulated, ^coordinated, or funded. The definitions of 

residential care alternatives are often arbitrarily distinguished into 

two major categories:" community residential facilities and public 

residential facilities. Scheerenberger (1978a) offered the following 

definition of public residential facility:! "A state sponsored and 

administered facility which offers comprehensive programming on a 24- 

hour, 7 days-a-week basis" (p. 2) . In a similar manner, Bruinxnks, 

Hauber, and Kudla (1979) defined community residential f acility\as : 

any community based- living, quarter (s) which provide ... V 

24-hour, 7 days-a-week responsibility for room, bo^rd, 

• ■ " . and supervision of mentally- retarded persons as of ^ 

June 30, 1977 with the exception of (a) single family , 
Homes providing services to a relative; (b) nursing , 
homes , boarding homes , and foster homes that are: not 
formally state licensed or contracted as mental , 
ietardatdon services providers; and (c) independent 
■ living (apartmen't) programs whiph have no staff 

residing in the y same facility. (p. 11> \ -. 

Due to its fragmentary nature and short life, an evaluation of the 
merits. of deinstitutionalization seems less appropriate than analysis 
of its components. Dror (1968) proposed several methods of analyzing 
.public policy such as historical analysis of. details of a single policy 
identification of emerging problems and trends extrapolated to meet 
future needs; the use of a case .study approach that focuses on a 
substantive area within the policy; 1 identification of key people 
responsible for policy development inja specific area; or comparison ' 
of public policies from the combined- perspective of economics and 

• political science. An historical analysis of significant events of - 
deinstitutionalization seems' feasible in revealing! several elements of 



this major, social movement. This approach to policy analysis focuses 
upon what Dror refers to as the key people responsible for the develop- 
ment and management of public policy. Unlike the several reviews to 
date on this same topic , this review will be presented in historical 
terms and through an analysis of the five major participating groups in 
pubiic^policy including: a) legislative contributions, b) executive 
contributions, c) judicial contributions, d) interest group contri- 
butions, and e) government workers contributions. 

Historical Analysis of Deinstitutionalization as a Public Policy 

In reviewing the major milestones of deinstitutionalization, 
Dybwad (1972) and Lippman and Goldberg (1973) categorized each of the 
last three decades by a predominant force. Thus, the 1950s were noted, 
as years of legislative action, the 1960s were marked by executive 
directives, and the 1970s represented an era of litigation and judicial 
decisions. 

The definition for the movement of large numbers of mentally 
retarded people from public residential facilities to .community based 
alternatives was debated long after thte process was underway. Several 
writers during the 1970s/ displayed astonishing diversity in defining 
the phenomenon known as deinstitutionalization. 

" One of- the earliest explanations' of ' the term was offered'by Francis 
X.. Lynch, Director of the Division of . Developmental Disabilities, 
Department of Heailth, Education, ahd Welfare. In a memo dated 



- 7 ^ ' 

June 11, 1974, Lynch stated:'. ,* ' : \ . * 

Deinstitutionalization' is a federally coined term used 
to characterize one of the Mental Retardation goals 
' expressed by President Nixon in November 1971 (of 

reducing by one-third the census of state institutions 
f or. mentarriy^reteurded people). v 

" A recent definition of deinstitutionalization is similar in scope. 

Bradley (1978) stated, "Deinstitutionalization is the means of removing 

persons from institutional programs and placing them elsewhere" (p. ix) . 

• Other writers have elaborated upon this explanation. Among them 

was Horejsi (1975) who defined deinstitutionalization as both: a goal 

and a process. The goal was based on President Nixon's recommendation 

that at least one-third of those residents in public residential 

facilities for mentally retarded people could live in community 

residential facilities. The process component of Horejsi' s definition 

was delineation of four interrelated activities, the first three of 

which were set forth by the National Association of Superintendents of 

Public Residential Facilities for the Mentally Retarded (1974) : 

1. prevent admission of people to public residential 
facilities by finding and developing alternative 
community residential facilities; 

2. return to community residential facilities all 

# public residential facility residents who have been 
prepared through programs of habilitation and 
training to function in appropriate local settings; 

3. establish and maintain responsive residential 
environments which protect human and civil rights 
and which contribute to expeditious return of the 
individual to normal connaunity living whenever possible; 

4. promote public acceptance of retarded persons as 
neighbors, employees, and citizens possessing their 
human and civil rights. (p. 5) 
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Horejsi cautioned that deinstitutionalization should not be construed to 
mean -institutional reform (modificaySn or improvement of attitudes, 
philosophy, policies, utilization of resources, and financing to assist 
mentally retarded individuals) , nor should it be confused with decen- 
tralization (breaking up large 'public residential facilities into 
smaller, more manageable units) . 

— • . / ■ 

Bachrach (1976) expanded the.definition of deinstitutionalization 

to three components stating that it was a process, fact, and philosophy. 

She argued that the process of deinstitutionalization was the 

"eschewal, shunning, or avoidance of traditional institutional settings 

... and the concurrent expansion of community based facilities" (p. 1) 

Deinstitutionalization as a fact refers to the nationwide statistical 

evidence that use of state hospitals has decreased while community 

residential facility alternatives have expanded. Finally., the 

philosophical basis of deinstitutionalization reflects the ideology of 

the times, Bachrach cited both "the strong civil libertarian emphasis 

on the rights of mental patients . . . with the emphasis for ameliora- 

i 

>tion (moving away from) the, individual and toward modification of the 

environment" (pp. 5-6) • 

The discourse on definition of deinstitutionalization is primarily 
limited to researchers and government officials charged with inter- 
pretation of laws and executive orders. In contrast with this limited 
scope of activity, the chronological e'vents leading to the public 
policy of deinstitutionalization involve at least five basic contrib- 
uting parties. Table 1.1 presents a chronological summary of events 
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from mid-19 th century with identification of the contributing source 
provided in several columns labeled legislative, executive, judicial, 
interest groups, and government workers. 

The legislative contributions refer to action by the U.S. Congress. 
Central to the commitment of the government to aid dependent people has 
been the annual expenditure of public funds for institutions an'd other 

residential alternatives. Appropriation of funds is a legislative 

/ 

prerogative that has shifted from primarily a state responsibility to 
a shared venture with the federal government, particularly during the 
1970s. 

Executive contributions refer to Presidential initiatives in 
issuing Executive orders, appointing commissions to study the needs of 

mentally retarded people, and presenting legislative recommendations 

. j 

to Congress. 

Judges can and do make public policy by extracting applicable 
principles from previous case law, principles from the U.S. Constitution 
and. federal law, and often interpreting these principles in the context 
of core social values. jThis approach is unique from the other methods 
of. formulating public pojLicy since judges are charged with the responsi- 
bility of insuring laws are uniform, impartial, and devoid of prejudice. 
The core social values that judges call upon such as equal justice, 
right to treatment, protection from harm, and the right to reside in 
the least restrictive environment have particular significance for 
deinstitutionalization. Table 1.1 presents several landmark decisions 
that assert the constitutional rights of mentally retarded people. 

2D 
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T«t>l» 1.1 - 

Mi.tone.l «v„t. Co^ri.ln, Public toilet., to-.rd M.ld.ntx.l $«».«.» «- D.i».*i*»«o».l«.*io n 

in thf United Statss 



. Agency/ Individual 



E J I G Asfsrsncs 



Yur Cvmt 

1850- Ers Mrkrt by ths belief that aentally 
1875 rstarded people wsrs cspebls of lssming 
snd could bo cursd by speclsl trsining.. 



1900- 
1925 



1916 



1B75- Considsrabls svidsnce that nentally > 
1900 rstarded peopls could not bo curod by 
special training* Ths concept of ths 
state school chanosd to ths ids* that it 
was an ssylua for incurablss. *oae pupils 
known as tha "untrsinablss" war* rsgsrded 
a» poople who would raa^inin iMtj^utioni 
ai, .isvsr rsturn to ths coaastfiflty. 

1893 Fsmald propossd a financial basis for 

building tors institution*, "This spsciai 
cars Igivan by institutions) la now 
rscogmzsd ss not only charitable, but 
sconosucsl and conssrvatlvs. Each 
hundrsd dollara invastad now sav*s*a 
thousand in tha nsxt gsnsration. " 

Stata achoola abandoned original 
objactivas and beceae state inatitutiona 
for permanent cosssitaent of asntally 
ratardad persons. Industrisl training 
prograaa sxpandsd. Era aarksd by intro- 
duction of intalllganca tasting sovansnt. 

Tha annua lr coat par raaldant .hovarad 
batwaan $150-200 during tha lata 1800s 
laadlng Co mall to obssrvs. "Until -we gat 
tha par capita coat of tha 'high * r * d « 
f aablaaindad' down laasthan S100 par yssr. 
thara will ba objection to thalr. 
segrsgatlon on tha grounds of sapenss." 

Xiao at awry stats supported st lsast ons 
institution* Ths nuabor of rssidsnts 
incrsasad froai 25.000 to 50,000 during 
this period* Ths colony plan was intro- 
duced as wall ss the idea of pa ro Is and 
sxtrs institutional cars. 

National Mental He s 1th Act^established 
tha National Institute of Mental Health 
and provided grafts for c osss nn lty Mental 
hsalth services. 

Ths National Aesocistion for Retarded 
Citissns waa founded. 0ns of the priaary 
missions was. "to proaote tha gsneral 
welfars of the Mentally rstarded o f sll 
ages everywhere t at hoae, in ths coMMunlty 
in institutions, and in public* privste. 
and rsllglous schools.* 

1950 Midcentury objectives were established by I 
the Aaaricen association on Mental 
Deficiency which called fort 

1) provision of adequate and eultabls 
fscllltiss and provisions for the care and 
training of the Mentally deficient i 

2) coassunlty placeaant and supervision of 
suitable institutional and special clssa 
trained chlldxsn aa long aa they can and 
do adjust to coassunlty llfs. 



Cdouard Ssguin, 
Prssidsnt, Aaerican 
Association of 
Hedicsl Offlcsrs of 
Aaerican Institutions 

rrsdsrick Kuhlaann,- 
Prssidsnt. Aaancsn 
Association of 
Medical Offlcsrs of 
Aaerican Institutions 



1925- 
1950 



1946 



1950 



Wsltsr E. rsrnald 



rrsdsrick Kuhlsumn, 
Prssidsnt. Aaerican 
Association on Mental 
Dsficisncy 



w. s. Cornsll. 
Nstionsl Confsrsnce 
of Chsritiss and 
Corrsctions 



rrsdsrick Kuhlnann, \ 
Prssidsnt. Aswrican 
Association on Mental 
Dsficisncy 



U.S. Congrsss 



Board of Dlrsctors. 
National Assoclstion 
for Retardsd Citizens 



Executive Council. 
Aaerican Asaocistion 
on Mental Dsficisncy 



Sloan fc Stsvons. 1976. 
p. 5; wolfsnsbsrgsr . 

1976. -p. 69. 



Sloan fc Stsvsns. 19^6. 
p. 171. 



Wolfsnsberqsr. IV* . 

p. 62. 



Sloan t Stsvsns. 1??*. 

p. 172. 



wolfsnsberqsr. 1976. 
p. 66. 



Sloan l Stsvsns. 19^, 
p. 173. 



Censrsl Accounting 
Offlcs, 1977, p. 204. 



Nationsl Association 
for Ustardsd Citissns. 

1976. p. J. 



Sloan * Stsvsns, 1976, 
p. 205. 



\ / 
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Table 1.1 (continued-2) 

Nietoricel tventa Comprieing Public Roliciee toward Reeidentiel Servicee and Deinetitutionalisation 

in the United State e 



Vasr tvent 



Agency/Individual 



L t JIG 



Reference 



1950- 
1954 



1954 



1955 



1956 



1961 



1962 



1963 



the National Association for Ratarded 
Citlsene conducted ■ matt coeesjnlcstion 
campaign educating the public about 
eantally ratarded people. Thia led to 
the lirat Preaidential Proclamation oh 
tha laeue by Dvight p. Kleanhower. 

Two trenda were identified by the 
PreeidentJ American Aaaociation on Mental 
Deficiency: (a) the increaaed empbneie 
on education and training of eantally 
ratarded reaidenta and (b) the increaaed 
proportion of aeveraly retarded reaidenta' 
in atate echoole. He cautioned age met 
both trenda citing that "medicine, not 
education will find tha final answer a." 
Ha also advised that money for reaearch " 
ahould have priority over apendlng funda 
on aeveraly ratarded reaidenta. 

. American Aaaociation on Mental Oeflciancy 
Preeident. Gale N. Walxer. criticised the 
atatua of re aidant ial care provided to 
■en tally retarded paopla. Me cited the 
types of namee used for institutions i 

-tha need to build home-like settings; and 
tha barren, unattractive intariora. There 
were critical ahortagaa of bed apace and 
personnel at that tims. the care of the 
eantally retarded person has been 
primarily politically expedient rather 
than what is profaaalpnally poaalble. He 
also noted that the national Aaaociation 
for Retarded Cltisena was influencing , 
policy mora than tha Aaarican Association 
on nental Oeflciancy. 

the Preaident of the Aaarican Aaaociation 
on Mental Deficiency noted that in aaveral 
atataa 'there la avldanca of political 
interference in inetitutione # a aped ally in 
areaa of staffing, operation, and edmieeion. 

C. L. Johnetone. Praaident. Aaarican 
Aaaociation on Mental Deficiency advocated 
that inatitutiona ahould have three ^ivi- 
alone— ra search, training, and permanent 
care for adults who would aaXe industrial 
contributlona to tha inatitution and atate 
thet protected and' trained thee. The same 
idea had been presented by the Praaident* a 
father in a elmllex addreaa in 1921* 

Report of Preaident 'a Panel on Mental 
Retardation entitled A propoaed program 
for national action to combat eental 
retardation concluded that atate institu- 
tions ahould upgrade the quality of 
aervicea and local* communities ware 
encouraged to work with federal and atate 
agenclee to provide ooapreheneivo. 
community-based facilities and aervicea. 

The President 'a Pirst asperate fpecial 
Meaaage to Congreaa on Mentally 111 and 
Mentally Retarded called for e national 
program to combat both conditions. 



National Aaaociation 
for Ratarded Citisana 
and Preaident Dwight 
D. Ilaenhower 



Arthur T. Hopwood. 
Praaident. American 
Association on Mental 
Deficiency 



Lippaann. 1976. p. 96. 



Sloan ft Stevene. 1976. 
p. 216. 



Gala H. Walker. 
Preaident. American 
Aaaociation on Mental 
Deficiency 



Sloan ft Stavene. 1976. 
p. 219. 



Arthur C* weetwell* 
Pre aidant. American 
Aaaociation on Mental 
Deficiency 



Edward L. Johnatone. 
Preaident. American 
Aaaociation on 
Mental Deficiency 



Preeident John r. 



Sloan ft Stevene. 1976. 
P. 228. 



Sloan ft Stevene. 1976. 
p. 241. 



Kennedy 



General Accounting 
Office. 1977. p. 255. 



Preeident John T- 
Kennedy 



Generel Accounting 
Office. 1977. p. 206. 
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Table 1.1 (continued-3) _ 



Hl.torle.l tv.nti Co-prising Public rollcl.. toward MSidentisl frvic and Deinetitutionalisation 

in th. united States 



Yitr Event 



Agency/Individual 



L t J I, 



Reference 



1963 



1963 



196S 



196S 



1965 



/ 

1965 



1966 



196? 



1969 



197Q 



1970 



Mental metardation Facilities and C omm un ity U.S. Congrsss 

Mental Ma 1th Can tar Construction Act of 

1943 authorised fund, for construction of 

i ii— ml i j baa ad aantal health center a and 

facllitlai for th. nam tally ratardad 

(PL M-164). C 



William Sloan. 
Presidsnt, 

American Associstion 
on Hantal Daflclancy 



American Aaaoclation "on Hantal Daflclancy 
Prasldant Sloan verned sgsinst tha 
problems of overganeraliration, 
particularly* that large lnitltutlona 
vara inharantly bad. "It might ba true, 
but it mi not certain," atatad Sloan. 

Sanator Pobert P. Kennedy toured willow- U.S. Congraii 
brook Stata School and hi. shocked raaction 
qalnad mm media coverage. "We have a 
situation that bordara one snake pit... 
tha childran liva in filth." 

Social Sacurity Amendments of 1965 anactad U.S. Congress 
both tha Medicare and Hadicaid prograi *. 

Federal Aaslatanca to Stata Oparatad and U.S. Congrass 

Supportad Schools for tha Handicapped 

authorised fadaral grant, to statas for 

aducatlng handlcappad parsons in stara 

schools. 

Vocational Rehabilitation Act Amend ments U.S. Congrass 
of 1965 authorized construction of community 
residence for earn tally ratardad paraons 
receiving vocetional rehabilitation services 
in sheltered workshop. (PL 09-333). 

Executive Order 11200 established the President Lyndon B. 

President's Committee on Mental 1 Retardation Johnson 

Mental Retardation Amendments of 1967 U.S. Congress 

authorised staffing grants for coamunity 
facilities for mentally retarded people 
for e 51 -an nth period (PX. 90-170) , 

American Association on Mental Deficiency 
President Koch boldly proclaimed thet the 
large, isolated medical facility for the 
■on tally ratardad wee a mistake. He also 
argued that service a for mentally ill and 
■an tally ratardad rasidanta should be 
separated. 

Davelopmental Diaatoiliti.s Servicae and U.S. Congress 

Pacllitles Construction Amsndmsnta of 197o 

provided formula granta to atates for 

coepreheneive planning, the Mouse Committee 

urged improved institutions and development 

of alternative community baaed residential 

facilities and day car. programs (PL 91-517)., 

Aepor* of tha Prasldant' s Teak Pore on tha Prasldant Aichard 
Mentally Handicapped placed emphasla on M. Himon 
community baaed car. and eapanded covaraga 
of mentally disabled persona under Hadicara 
end Medicaid. « 



JUchard Koch, 
President, American 
Aaaoclation on 
Hantal Deficiency 



1970 Mousing and Urban Development Act required U.S. 
HUD to encourage development of residential 
aettings to accommodate special noede of 
handicapped persons (PL 91-152). 



Congress 



L» Legislators * K-Kmacutiveei J-Judgesi X-lnterest Croupe i O-Covernmant Markers 
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General Accounting 
Office. 1977, p. 207. 



Sloan * Stevens. 1976. 
p. 248. 



Sheerer'. 1976. p. 114. 



Generel Accounting 
Office. 1977. p.. 207. 

Generel Accounting 
Office. 1977, p. 209. 



Generel Accounting 
Office. 1977, p. 210. 



Generel Accounting 
Office. 1977, p. 210. 

General Accounting 
Office. 1977, p. 210. 



Sloan * Stevens, 1976. 
p. 270. 



Generel Accounting 
Office. 1977, p. 211. 



Generel Accounting 
C.rLic, 1977, p. 211. 



Generel Accounting 
Office, 1977 # p. 211. 
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. Table 1.1 <continuedr4) 

Historical Events Comprising Public Policiee toward Rssidsntisl Services and Deinstitutionalixstion 

in the united Stats* » 



Yitr 

1971 



Agency/ Individual 



L E J I C 



Mfinnci 



Prseidsntlal Statement oo Mental Retar- 
datlon sstebllshed a national goal of 
returning one- third of 200.000 mentally 
retarded people in public Institution a to 
reeidentlel pUcsments in tha con s n i n lty. 
Tha Justice Department was dlractad to 
initiate action to strengthen full 1*9*1 
rights for mentally retarded people. 

1970s Advene ee in behavioral technology and it* 
application to teaching mentally retarded 
people aldad in advancement of training 
of independent living skills aecsssary 
for placement in coasminity aottlnge. 



1971 



1971 



1972 



A 9 



,972 



1973 



1973 



1974 



1974 



1974 



-1974* 



trepidant Richard 
M. Nixon 



Unlvarilty reeaarchere 
euch aa B. r. Skinner 



Aaendsanta to Social Security Act U.S. Congress 

authorised rssidentiel care in "Xntermediets 
Care Facilities" under Medicaid (PL 92-223)* 

Penneylvanla Association for Retarded 
Citixene v. Cosetonwoelth of Pennsylvenie 
wee a landmark dec i a ion affirming tha 
handicapped child's right to education at 
public expense and hie right to certain 
procedural or due proceee safeguards. 

Amendment* to Social Security Act estab- 
lished Supplemental Security Income 
program to federallse and e tender dixe etate 
aeeietanca programs for the aged, blind., 
and disabled (PL 92-403). • 

Wyatt v. Stickney ruled that mentally ill 
and mentally retarded people heve a 
cone ti tut ional right to treatment in the 
leeet reetrlctlve eetting neceesary. 

The normallxatlon principle was defined as 
it appliee to .residential services. The 
National Aaeociatlon for Retarded Citixene 
promulgated this principle widely. 

Rehabilitation Act of 1973 gave priority 
for vocational rehabilitation servicee 
to the most severely disabled first. 
Section 504 of this *ct prohibits discrimi 
nation egeinet handicapped people. 



U.S. Dietrict Court 



U.S. .Congress 



U.S. District Court 



Wolf wolfensbergsr 



U.S. Congrsss 



Rehabilitation Act Amendments of 1974 
authorised a White House Conference on 
Handicapped Individuals and established the 
policy that all lsvels of govern m e nt should 
work to enable handicapped individuals to 
live independently and with dignity. 

Housing and Coasxunity Development Act of 
1974 changed the program definition of MUD 
to include developmental ly disabled pmopl* 
(PL 93-3S3) . 

We lech v. Likens in Minnesota affirmed 
that mentally retarded, people have a 
constitutional right to treatment and in 
the least reetrlctlve alternative. 

U.S. v. Solomon was the first class action 
suit initiated by the U.S. Department of 
Justics on behalf o£ mentally retarded 
people in institutions to receive 
treatment. 



U.S. Congress 



D.S. Congress 



U.S. District Court 



U.S. District Court 



General Accounting 
Office. 1977. p. 212. 



Horejsi. 1975, p. 7. 



General Accounting 
Office, 1977, p. 212. 



Breddock, 1977, p. 14. 



General Accounting 
Office. 1977. p. 213. 



Gene re 1 Accounting 
Office. 1977. p. 213: 
Gilhool. 1976, p. 169. 



wolfensberger. 1972: 
Horejei, 1975. p. 8. 



General Accounting 
Office. 1^77, p. 214. 



General Accounting 
Office. 1977. p. 215. 



General Accounting 
Office. 1977, p. 216. 



General Accounting 
Office. 1977. p. 216. 



General Accounting 
Office. 1977, p. 216. 
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Historical Events Comprising Public 



fabla i.i' (continued-5> 

liclee towud Residential Services and DeinetitutionsXisation 
in tha United Statu 



Jtoii 



Year tvnt 



Aconcy/Indlvldual_ 



L g J I 



Mfirinci 



1974 



1974 



1974 



1975 



1975 



1975 



1975 



1975 



1976 



1976 



President Roma. American Association on 
Nan tai Deficiency, no tad tha number of . 
increased dischargee fro* inatitutiona to 
Liiaaanilrr facilitias. Ha advocated limits 
on now admissions to inatitutiona and 
creative planning for future living 
altarnatlvea. The eettlng that nay eeem 
appropriate today, nay ba too rootrlctlva 



David Rosen, 
President, Aaarican 
Association on 
Mental Deficiency 



•resident Richard 
N. Ninon 



President Richard 
M. Nixon 



Sloan 4 Stevens, 

p. 285. 



1976. 



U.S, Congress 



Executive Order 11776 reaffirmed the 
national goal of returning one- third of 
tha mentally retarded ,reaid»nta in 
inatitutiona to community settings. 

Presidential Statement on Mental Retar- 
datlon pledged the federal government's 
initiative in finding suitable houalng 
for retarded adulta but urged local lavele 
to provide tha real help. 

Social Services Am end m en t of 1974 
(Title XX) bee ana the aoclel services 
program established to help dependant 
peopla ; (a) achieve or maintain self 
sufficiency, (b) prevent or reduce 
inappropriate inetltutlonal care, and 
(c) secure inatitutiona! care only when 
appropriate . 

Dove lopnem tally Disabled Aesis.cance and U.S. Congraae 
iill of Rights act required "a tatee to pre- 
pare plana outlining lu — un ity alternativee 
to inatitutlonallaation (PL 94- ID 3) . 

Education for All Handicapped Children Act 
of 1975 (fL 94-142) authorised handicapped 
children to receive a free appropriate 
public education to neat individual needs 
in the leaat restrictive environment. 

New York State Association for Retarded 
Cltlxena v. Carey ordered, that raeldente 
of willowerook had a constitutional right 
to treatment in the leaat restrictive 
setting. Zt also ordered reduction of the 
willowbrook population and concurrent 
development of cosssunity placements. , 

Horacak v. Enon ordered reduction of 
Nebraska's inetitutione and aetabliahed 
three year goals to accomplish the 
reduction. 

General Accounting Of flea issued a report 
baaed on 18 aonthe of investigation 
deeigned to asses o tha Impact of federal 
programs) on> 

deinatitutionallxation. The 
report noted that deinatitutionallxation 
programs vers often too piecemeal and 
fragmented to ensure service delivery in 
the least restrictive setting. 

O'Connor v. Oonalderm established frounce 
for commitment either as (a) danger to self 
or others, or (b) incapable of surviving 
eefaly in the community with family or 
friends. Also guaranteed regular review of 
necessity for resident institutio na l! sat Ion. 
This caeo recognised the full constitutional 
rights of handicapped ci tisane 



U.S. congress 



,1. District Court 



U.S. District Court 



General Accounting 
Office 



General Accounting 
Office, 1977, p. 216. 



General Accounting 
Office. 1977. p. 217. 



General Accounting 
Office. 1*77. p. 217; 
Mott. 1976. p. 49. 



General Accounting 
Office. 1977, p. 216. 



General Accounting 
Office. 1977, p. 219. 



General Accounting 
Office. 1977. p. 219. 



General Accounting 
Office. 1977, p. 221. 



X Braddock. 1977, 
pp. 16-11. 



U.S. District Court 



•radlsy, 1978, p. 140. 



L*Leoielatoret a>tmscutiveei J-Judoesi X-Xntarsst Oroupei ^Oove 



it Workers 



34 
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Table 1*1 (continued**) 

Historical events comprising Public Policies toward Rasidsntisl Services and Oeinstitutionalixetion 

in the United States 



1977 



1977 



1978 



1978 



1979 



Agency/ Individual 



L C 



J I C Reference 



medlceld Intermediate Care Tacility- *U.I. Department of 

Nan tally Retarded regulatione war a Health, Education. 

promulgated in 1974 and bteiM opa rational and Welfare 

in March 1977. The result. of thoaa 

regulations according to iradley, "In ordar 

to maintain Had ic aid support for thalr 

institutional system** ststas ara being 

forced to accelerate the> so vacant of cllants 

out of institutions in ordar to concentrate 

limited stats financial ra sour cat on tho 

Improvement of physical facllltlas and staff 

ratios for thoaa residents who remain." 



Bradley, 1978. 
pp. a-7. 



Kalderman and the United States v. Penn? 
hurst Stats School and Hospital held that 
resldsnts of Pennhurst have a right under 
the due process clause of the 14th Asmnd- 
■ant to haoilitation in the least 
restrictive tatting. *ns court also held 
that a»n tally retarded people should not be 
aegregated in an ii.atitution that does not 
aeet minlmlally adequate standards, in 
March 197t, tho court ordered that sultabls 
cosswnity living arrangements oust be pro- 
vided as well as individual habilltatlon 
plans. In effect* Pennhurst mss ordered to 
close. 

riorida passed the Retardation and Pre- 
vention Act placing priority on community 
based prograasx "...unnecessarily placing 
clients in large, stats institutions, are 
unreasonably costly* ars ineffective in 
bringing the individual client to hia or 
her maximum potential* and are in fact 
debilitating to A great majority of 
clients. ■ 

A new definition of developmental 
disability eliminated the delineation of 
handicapping conditions— mental 
retardation, cerebral paley, epilepsy, and 
Autism and replaced the categorical 
approach with a broader definition. 

s 

national mail survey of community and 
public residential facilities was under- 
taken by the Developmental Olsabllltlss 
project on Residential Services and 
community Adjustswjnt in 1977. Results 
published in 1979 noted a dramatic lncraass 
in community rssidential facilities Use 
figure 1). 



U.S. District Court 



Presidsnt't Committee 
on Hental Retardation, 
1978* p. 16. 



riorida state 
legislature 



National Center for 
Law 4 the Handicapped. 
1978. p. 13. 



U.S. Congress 



University of 
Hi nne sots 



National Center for 
Law & the Handicapped, 

1979, p. J. 



Developmental 
Disabilities Project, 
1979, p. 2. 



^Legislators'* E-Eaecutivesi J-Judgesi Z-Xnterest Croups i C>Government Workers 
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Interest groups representing both professional and /.consumer 
functions of residential ca*e in the United - States often precipitate 
and cause government action Two groups, the Americanv Association on 
Mental Deficiency (AAMD)\and the National Association for Retarded 
Citizens (NARC) f represent the day to day leadership of groups roost 

* x - • . : / ' 

concerned with residential care for mentally retarded. people- The 
recapitulation of historical events from 1850-1950// from the viewpoint 

■ ■ ■ •: . ' ■■ * // - . 

of the American Association on Mental Deficiency $ets an appropriate 

backdrop for a closer review of events .during th<e last three decades. 

Government workers are responsible for the /implementation of 

public' policy through interpretation and promulgation of regulations 

related to public law. several departments in the United States share 

responsibility f° r any public policy t and in/the case of residential 

care for mental retarded people there are at least "135 federal 

programs administered by U major departments and agencies" responsible 

•'■*'■ // 
for aspects of deinstitutionalization (General Accounting Office, 1977, 

p. 184) . • ' ' . 

1 1 

Outcomes of Deinstitutionalization; Cost as a Criti cal Problem, 

Blatt, Bogden, Bikieri and Taylpr (1976) suggested that if the. 
public policy of deinstitutionalization was not recoriceptualized, the 
movement would fail as a result o£ inertia or backlash. Bradley (1978) 
asserted that deinstitutionalization as a public policy has reached 
adolescent maturity restrained from further development by "lack of a 
•systematic or integrated approach to the , improvement of programs for 



developmentally disabled persons" tp. 7). Braddock (1977) similarly 

charged that federal -action^ to date should only be considered, as ad 

hoc outputs riot public policy: ^ 

The federal stance toward deinstitutionalization is 

inchoate, 'evolving piecemeal, and the actions we \ ■ 

highlight lack necessary coherence to be described 

accurately as a federal "policy" in this area. 

(pp. 10-11) 

Dozens of unintended /.putcomes have emerged during recent years to. 

n r J, I i 

indicate growing discomfort with the policy of . deinstitutionalization. 

Bradley (1978) enumerated the following list: 

-Parents have expressed some insecurity about the 
slutoility of community services. \ 

-State and local governments have complained about the 
' need to use several f landing sources in a piecemeal 
fashion all of which have "requirements" or require 
categorical f landing. 

-State institution employees have become angry about 
job insecurity and loss of work issuing propaganda 
that proclaims institutions are better able to provide 
care and stability to residents than private, } 
proprietary agencies. 

-Accountability fluctuates when several, smaller 
facilities outnumber the monitoring capability of 
state agencies. 

-In some states, the role of the private sector is , 
avoided and private, proprietary facilities are 
prohibited. (p. 9) 

One of .the most prominent obstacles in development of community 

residential alternatives has been funding (jPopp, 1978, p. 37). 

Although several landmark judicial decisions havef ordered massive 

changes in %he delivery of services to mentally retarded residents, 

litigation does not insure appropriate services will be available. 
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Legislators have not always appropriated funding to match the intent 

or requirements of judicial orders. 

Bachrach (1976) observed, "the deinstitutionalization movement 

seems to be encountering fiscal problems" (p. 14). Concerns about the 

financial plight of deinstitutionalization are plagued by inadequate 

data related to the costs of residential care .(Kirk & Therrien, 1975). 

Economic considerations have paramount importance to the public policy 

of deinstitutionalization but have received little attention by researchers 

(Bruininks, Thurlow, Thurman, & Fiorelli, 1980; O'Connor, 1976). As a 

result of this neglect, the President's Committee on Mental Retardation 

(1976) found it impossible to gather comparable state information on 

the costs of services to mentally retarded people: 

Amazingly little nationwide data is available from which 

program trends can be extrapolated and implications drawn. 

. . . And yet, everyday decisions on the allocation of 

public resources are made by national and state policy- / 

makers based on little more than rudimentary assumptions 

about what is happening in the field. (p. 1) 

Opinions about costs of residential services abound, while rigorous 

studies remain difficult to design, implement, and evaluate. In 

addition to methodological problems, Intagliata, Wilier, and Cooley 

(i.979) noted that this paucity may be due to reticence of researchers 

who fear ; discussion of costs would replace the issue of human rights 

in determining the breadth of residential alternatives- O'Connor (1976) 

did not publish cost data collected on 611 community residential 

facilities because of mixed methodological and humanitarian concerns: 

Regardless of the outcome of this type of comparison, 
humanitarian concerns and civil rights advocacy may 
oVerride economic consideration. Even if a full range 

: . 38 



of community services costs more, human (i consideration 
. is likely to continue *to be a motivational force and 
its effective .implementation will* require a -knowledge 
of costs to allow proper allocation and utilization of 
funds at all. levels both public and private, (p. 34) 

'The dilemma 'of moral and economic considerations not only touches 
upon researchers but also manifests itself with the other major partici- 
pants of public policy. Legislators, executives, judges, interest > 
groups, and government workers have all faced and debated the delicate 
balance of costs and moral benefits. In an era of fiscal neoconservatism 
the allocation of scarce resources will depend upon sound planning and 
management approaches. Cost was identified as an important tool for 
"program planning, management, financing, and evaluation" in 1977 by 
the General Accounting Office (p. 6). Noting that the state of the art 
in determining costs of residential alternatives had not been adequately 
developed at that time, the report recommended: 

In view of federal legislation and court decisions., 
.however, the most important question appears to be 
how to most cost effectively serve mentally disabled 
persons in the least, restrictive environment appropriate 
to their needs. (p. 6) 

Statement of the Problem 

During the last decade, significant changes have occurred in the 
approach and delivery of residential services to mentally retarded 
people. As an alternative to institutionalization, community residential 
services have expanded rapidly. The.trsnd of substantial decreases in 
resident population of state institutions accompanied by rapid increases 
in community residential placements has been documented by* several 
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recent surveys (Bruininks, Hauber, & Kudla, 1979; Scheerenberger , 1978a , 
1979).. \ 

The continued shift of emphasis toward community residential 
alternatives will depend upon comprehensive, accurate financial infor- 
mation rega^ding^the relative costs of care in public and community i 
residential facilities. The importance of this study cannot be overr 
emphasized. Knowledge of expenditures is the first step in under- 
standing the progress toward implementation of deinstitutionalization 
as a public policy. \ As Caiden (1978) aptly summarized, "Expenditures 
represent the difference between lip service and hard fact" (p. 4). \ 

Up to the present time, there are at least three major issues that 
remain unknown about costs of residential services. . 

1. There is no national descriptive information about the costs 
of community and public residential care (PCMR, 1976; Caiden, 
1978) . 

2. There has been no comprehensive study of single factors that 
are associated with the cost of residential care. The studies 

i completed thus far ter^d to focus only on one or two variables 
rather them an extensive analysis of locational, organizational, 
' and resident dimensions. ' ' 

3. Cost function models in education and health care areas have 
not been adapted for use in cost studies of residential 
facilities for mentally retarded people. Little attention has 
been, paid to the relationships that may exist among and t 
between a lUrge set of predictors, such as locational, 
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organizational, and resident variables, and the cost of 
residential care for mentally retarded people. 
These three gaps of information serve as the basis of this study. 
The purpose of the present investigation is to approach the topic of 
costs from a public policy perspective. Government officials require 
cost information for evaluation of past efforts toward deinstitution- 
alization and for future planning of expanded residential alternatives. 
The first objective of this study is to proVide a descriptive profile 
of the national patterns of ^revenue and expenditures of community and 
public residential facilities during 1977-1978. Evaluation of the 
efforts of deinstitutionalization depends upon an accurate picture of 
current revenue and expenditures. No national study has ever been 
previously completed which provides the detailed profile of costs that 

•F , 

the current study affords. 

The distribution and location of residential services are 
controlled, in part by state jules, regulations, and zoning laws. There 
are several-lareas open to regulation' which may or may not affect costs. 
These adndnistr^tive^matters can be examined in light of growing con- 
cern for projecting future costs and planning for future expansion of 
community residential alternative's. The second objective of this study 
is to provide an analysis of costs by locational, organizational, and 
resident variables. The selection of the factors is guided by 
philosophical, regulatory, and research concerns regarding the size, 
staffing patterns, and location of residential facilities. Government 
officials can regulate and manage residential facilities by directly 
manipulating each of these selected factors. 
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The second objective of this study will be to test hypotheses 
about the relationship of selected locational, organizational, and 
resident factors with cost. These hypotheses include:' 

Locational Factors 

1. H^: There is no difference in the per diem raters of 
residential services located in the four census regions 
(Northeast, North Central, West, and South). 

2. Ho 2 : There is no difference in the per diem rates of 
residential services located in metropolitan and 
nonmetropolitan areas. 

Organizational Factors 

3. Ho 3 : There is no relationship between per diem rates 
of residential services and size (number of residents) . 

4. Hq 4 : There is no relationship between per diem rates 

of residential services and the turnover rates of direct 
care staff. 

5. Ho 5 : There is no relationship between per diem rates 
of rasidential services and the staff-resident ratio. 

6. H„ : *There is no relationship between per diem rates of 
residential services and the index of service/staffing 
patterns. 

7. H©,: There is no difference in the per diem rates, of 
residential services and the- occupancy rate. 

8. Hq^: There is no difference in per diem rates of com- 

8 

munity residential facilities by 'type of legal ownership. 
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9. Ho g : There is no difference in per diem rates of com- 
munity residential facilities by membership in a system. 
(A syst em is a group of residential facilities owned and 
operated by one parent organization,) 

10. Ho 1Q : There is no difference in the per diem rates of 
residential services, and the number of "years in operation. 

Resident Factors 

11. Hon 5 T ^ere 'is no difference in the per diem rates of 
residential services and the age of residents served. 

12. Hq 12 : There is no difference in the per diem rates of 
residential services and the level of mental retardation 
of residents served. 

13. There is no difference in the per diem rates of 
residential services and the proportion of severely/pro- 
foundly mentally retarded residents served. 

The third and final objective of this study will be development of 
an explanation of cost relationships using a cost function approach. . 
A cost function is the testing of statistical relationships between 
inputs or independent variables and cost or the dependent variable 
using multiple regression techniques. The input factors will be 
selected from three major categories including locational factors, 
organizational factors, and resident factors. Results from the second 
objective of this. study will be used in making decisions for inclusion 
in the multiple regression analysis. Separate cost function analyses 
will be run for public and community residential facilities. 
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II. REVIEW OF LITERATURE 

I / 
/ 

Few comprehensive cost studies have been completed at a national 

or state level. Of those states' which have issued reports, the scope 

/ ' / 
of these studies is often restricted. Although underdeveloped, the 

existing literature does provide insight into the design requirements 

of future cost analysis studies. To provide a cohesive structure for 

the review of literature , three major categories have been selected: 

a) cost studies related to public^ residential facilities, b)^ cost J 

studies of community residential facilities, and c) cost, comparison j 

t ■ ■ / \ 

studies of community and public residential facilities. The fourth 
section of this chapter will focus oA cost functions of human services 
as a model for a third level of analysis in this study. 

Public Residential Facility Cost Studies 

Providing care for mentally retarded people in institutions is 
expensive and will become even more costly in the future. Baumeister 
(1970) estimated that "more money is spent on the five percent of the 
mentally retarded people who are institutionalized than upon the 95 
percent who are not" (p. 22). 

Lakin (1979) summarized the average annual per. capita expenditure* 
for public residential facilities serving mentally retarded, people * 
between 1915 and 1978. Table 2.1 presents these annual per capita 

25 



26 



Table 2.1 

Annual Per Capita Costs for Residents of public Institutions 

for the Mentally Retarded 
1915-1973 3 



Year 


Cost Cost 


(1967=51.00) 


Year 


Cost Cost 


(1967=51.00) 


1915 


182.52 


600 . jy 


1952 


1112 .50 


1399.52 


1922 


309.81 


bOb.^o 


1953 


1186.83 


1481.16 


1927 


304.02 


CO A C C 

584 .63 


1954 


1204.07 


1495.45 


1928 


300.67 


5ob.lU 


1955 

± Zs -J -J 


1285.50 


1603.02 


1929 


281-10 


C>1 *7 QC 

d4 / . y J 


1956 


1394.34 


1713.23 


1930 


265.05 


530. 1U 


1957 


1507.13 


1787.46 


1931 


287.85 


631 • 25 


195fl 

17JO 


1596.47 


1843.92 


1932 


262.57 


641. yo 


1959 


1746.92 


2000.22 


1933 


238.24 


641.02 




1867.70 


2104.90 


1934 


236.87 


1 

590.70 




1916.12 


2138.39 


1935 


252.22 


bl J . D / \ 

1 V 


1962 


2033.96 


2245.49 


1936 


259.06 


b*4 • i \ 


1963 


2130.38 


2324.24 


1937 


278.59 ~~ . 


C>| *7 QQ I \ 

b*l / • OO I \ 

\ V 


1964 


2208.19 


2376.01 


1938 


283.43 


.671.64 \ X 


170J 


o^fil 08 


2498.02 


1939 


238.05 


by ^ • 4 J 


1966 


■ 2619. 81 — ■ 


2695.78 


1940 


291.13 


693.17 


I7O / 


9965 33 


2695.33 ■ 


1941 


287.98 




1968 


3471.99 


3332.04 


1942 


315.29 


646 • 09 


1969 


3995.58 


3638.96 


1943 


347.48 


670 . 81 


1970 


4634.85 


3985.25 


1944 


365.20 . 


692.98 


1971 






1945 


386.11 


716.35 


1972 






1946 


433.79 


741.52 


1973 






1947 


527.91 


789.10 


1974 


9937.50 


6^28.17 


1948 


631.38 


875.92 


1975 






1949 


697.72 


977.51 


1976 


13052.30 


7655.31 


1950 


745.60 


1034.15 


.1977 






1951 


807.11 


1037.14 


1978 


18286.65 


9377.77 



*Lakin, 1979, p. 97. 
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27 * 
costs . in both actual and real dollars (1967), while Figure 3 depicts 
graphically the steady increase in costs. 

Considerable variability in state expenditures for operation of 

/ ■ 

institutions was reported by Baumeister (1970). For example, in 1966 
five states spent less than $4.00 per day compared with over $10.00 per 
day spent by five other states. Moreover, per capita expenditures were 
found to be dependent upon the size of the institution and the type of 
patient served. Southern states generally expended the least amount of 
money per patient. Baumeister also noted that small institutions had 
higher per capita costs than larger facilities. 

Conley (1973) provided an economist's viewpoint on the aggregate 
costs of public Residential facilities. Faced with two serious 
problems of data collection, Conley relied upon personal estimation; 
First, the number of mentally retarded people served by residential 
programs was not available and had. to be estimated. Secpnd, there was 
no meaningful coordination of large amounts of statistical cost data. 
In particular, Conley found that several statistical surveys gathered 
information but: yielded no comprehensive, comparable national figures. 

By necessity, Conley assumed the following: a) the average cost 
of care for mentally retarded people was the same as for mentally ill 
people when a facility served both types of residents; . b) inpatient 
care in residential treatment centers was twice as costly as outpatient 
care; c) the average maintenance costs increased in private mental 
hospitals. and residential treatment centers at the same rate as public 
mental hospitals; d) the number of mentally retarded persons in 
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Figure 3. Annual Cost Per Resident of Care in Public Institutions for the Mentally Retarded for the 
Years 1915 to 1978. (Lakin,, 1979,. p. 98) 



private mental hospitals and residential treatment centers in 1970 was 
assumed to be equal to the number in 1969; and e) in order to make 
estimates of capital costs of existing private facilities, data from 
he*? construction under the Mental Retardation Construction Program were 
used. The average capital investment per patient was slightly over 
$9,000 but a lower figure of $7,500 was used for private residential 
facilities because they tended to be located in areas accessible to 
generic services (hospitals, laundries, and repair shops) and partly 
because they tended to use less expensive construction methods. Conley 
applied an average cost of $15,000 per bed to estimate the capital 
value of public institutions - 

{ Conley estimated that the average yearly maintenance expenditures 
for residents in public institutions totaled $3,472 in 1968 and $4,635 
in 1970.- These figures were derived from direct accounting of expen- 
ditures. The annual figure increased approximately 33% by adding in 
the rental valueTof. land, buildings,- equipment; the value of unpaid 
resident work; and the value of volunteer labor. These adjusted annual 

\ 

maintenance expenditures for 1968 and 1970 totaled $4,546 and $5,865, 

■ ■ \ 

respectively, conley attributed the increase in per capita expenditures 
to the inclusion of capita^ costs which are usually excluded from cost 
studies and reports of public residential facilities. 

Scheerenberger has conducted mail surveys of public residential 
facilities under the auspices of the National Association of Superin- 
tendents of Public Residential Facilities in 1974, 1976, 1977, and 
1979. Financial data were collected on both the long and short form 

/ 



30 



questionnaires. The "items on the long forW included: total operating 
cost (personnel, other, depreciation) ,. totalNnew construction or major 
remodeling, and per diem. The short form aske\for total operating 
-cost (personnel, other) and per diem. 

'According to the trends reported by ScheerenbeWr (1978a) over 
one-half billion dollars was spent in maintaining pubUc residential 
facilities in 1970. During 1976-1977 this figure had y sen to almost 
$2.4 billion (p. 21). During the study conducted in 1979, 174 facilities 
.completed the long form questionnaire and 104 facilities used the short 
form which determined only per diem. Scheerenberger (1979) estimated 
the total operational budgets were $3,033,907,945 excluding capital 
construction and renovation costs. The mean per diem was $60.10 for 
fiscal year 1978-1979 compared with the mean per diem of $44.2-3 for 
fiscal year 1976-1977^ $10.91 for fiscal year 1969-1970. During 
the past decade &e per diem rate accelerated 451% in public residential 

facilities.. J 

During the 1977-19 78 fiscal year, Krantz, Bruininks, and Clumpner 
(1978) gathered per diem information for public residential facilities 
by surveying state government officials I The range of per diems varied 
from a low of $22.00 (est.) to a high of $116.05. The Southern states 
continued to provide lower per capita expenditures than other geographic 
regions. The national average per day per person cost was reported as 
$50.10 (p. 25). 

Internationally, there have been two studies completed on the 
costs of institutions for mentally retarded people in Scotland and 
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Israel. Primrose (1972) assessed the differential costs of institu- 
tional care for different groups of residents in a 1,325 bed facility 
in Scotland* The purpose of the study was. to illustrate the variation 
in cost which exists behind an "average per diem" figure. After 
classifying the patients by age and level of independence, per week 
cost-of-care figures wer6 calculated for each group. The lowest cost 
was reported for adult males who worked off the grounds and lived in 
hostel arrangements on campus. . The highest. per week cost occurred for 
patients in the Admissions and Assessment Hospital Unit. The next most 
expensive cost of care was provided to people in the geriatric unit. 
The author corftsluded: 

Before valid comparisons of cost can be made, like must 
be compared with like; crude averages have little meaning 
unless details of what is included are known. (p. 626) 

Don and Amir (1969) investigated the differences in cost between 

Israeli facilities operated by the government compared with large 

private facilities. Ten residential institutions constituted the -sample 

(4 government operated, 2 public, and 4 private facilities).^' The cost 

of maintenance varied from $89.43 to $99.14 per month with higher costs 

paid in institutions providing care to more severely retarded residents. 

Government institutions tended to h^ve higher staff -resident ratios, 

higher wage rates, but lower food costs. Expenditures on maintenance 

and repair varied with internal standards of care and budget flexibility. 

rather than the physical condition of buiidings or the space to resident 

ratio. No significant ^differences were found in expenditures due to 

heterogeneity of resident characteristics ( sex-,- age, level of 

retardation ) . 
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The size of institutions 'did vary with costs, but in a curvilinear 
> 

fashion. In government institutions , the average cost-diminished up to 
70-80 beds /then increased upward to 200 beds/ then declined after 200 
beds. Partial control for differences in characteristics of the popu- 
lation occurred in the selection of facilities by matching levels of 
resident functioning. 

Ownership of facilities was also found to influence expenditures 
among* the three types of facilities. "Costs tended to be higher in 
government operated facilities because of "bureaucratic procedures and 
decision-making, regulations by the Civil Service Commission, strength, 
of the union, and discouragement of thrift" (p. 38). While costs varied 
by the' type of ownership, the level and quality of services did not. 
Don and Amir (1969) reported after careful personal observation that 
"the provision of services increased with the size of institutions, 
but the difference in quality of services tended to be small" (p. 39). 
A s umma ry of the public residential facility cost studies appears 
in Table 2.2. ■ 

Community Residential Facility Cost Studies 

Pew significant studies have been undertaken in the area of com- 
munity residential facility costs. Heal, Sigelman, and Switzky (1978) 
offered a detailed review of cost findings and reported that because 
of the poor quality of data O'Connor (1976) 1 eliminated cost analyses 
from her reports. 
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Table 2.2 



jry ol Public kusiduntul Utility (tat Sludu* 



Researcher U) 



Pitt 



Scope, 



Mrwdolofl Moyud Stalutual An«ly>u 



Mudy 
Period 




LiBiUtiunn 


I944-6S 


Hoothly cost ranged 


Descnptivs 






totals onlyj 




with hW costs 


analysis by 




paid in Hwututions. 


ownership 4 






only. 



DM t Aeir 



laueeistsr 



1970 



rrieroae 



117] 



Cooliy 



191) 



Kranti, 1111 
•ruininkt* 4 

ClflpnU 



Schesrsnbirger 191} 



Oniiti inlirvicwi end 
rvview of financial 

i 

ilateeents 



tiiail- 

4 gov«rneent, 
2 public and 
2 private 
residential 
facilities 



U.S. -public Analysis o( coit date 

residential collicudby U,S, 

facilities Census Bureau 
doe 19J0-194S 



Scotland- 
1 public 
reeldantiel 
fscllny 



Onsitt Audit o( cost 
records (or one-week 
period 



U,S.-public 
Institutions 



Scbetrtnbirfer 1919 U,$)-166 public 



reiidentul 
facilities 



U.5,*2M public 

residential 

facilities 



0,8.-274 public 

residential 

facilities 



Analysis of Dtpirtsint of 
Health, Education! md 
Welfare date and U.S. 
Census Bureau reporte 

Hail survey of All 
facilities) 221 reported 
financial intonation. 



Nail survey of state 
sentel retardation 
coordinators 



Nail eurvey of all 
factllticej 174 long 
forai and 104 short (on 
questionnaires existed. 



CO>U ! 



Average wnthly cam per 
patient were calculated tor 
eajor ceteojoric^ such as, 
personnel, proqra«ing, food, 
clothing etc, Totals weir 
presented by type of ownership, 



Descriptive stetutiu such I910-6i 
as annual per capita expend!- by 5-yr, 
ture reported by yuar. interVels 



average weekly costs were 1970 
calculated (or direct cars, 
verd costs, general costs, 
and progras costs, figures 
are presented by type of 
resident (e.g., 'TfcddlerV 
'Active toye," •Geriatrics') 

Calculation of direct and 1968, 
Indirect costs of public 1970 
institutions, Totals 
presented. 

Total eipenditures reported] FY '74* 
proportlone reported for '77 
personnel, capital, and 
general operating costs. 

Average cost per diss reported ft '77" 
by state and weighted proper- *78 
tlonate to nueber of people 
represented. 



Total eipenditures reports; 
per diees and proportion for 
personnel, capital, 4 general 
operating coete. 



FY '78- 
'79 




Descriptive 
totals only, 



Lowest cost for adult Descripti 

salei to wrked off* totals only 

caafus. Highest costs analysis by 

per week (or patients type of 

in. Adsissions and resident. 
Assessesnt Units. 



$875 sillion public 
institution total i 
$1.1 billion public 
institution total. 

12.4* billion toUli 
(44,21 per dies. 



WM0 U.S. nin per 
diss. 



U.Ot billion toUli 
HO. 10 per dies 



Descriptive 
estieatee 

(or 1948 4 
1970. 

Descriptive 
inula only. 



Descriptive 
per dices 

only. 



Descriptive 
totals only. 
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Several methodological problems hampered collection of cost infor- 
' mation in the O'Connor study. First, no comprehensive system of 
/ accounting had been developed in group, homes so that comparable fiscal 
^ information could be gathered. O'Connor attempted to gather cost data 
through a personal interview format. This approach failed because 1 
local accounting systems were not sophisticated enough to handle the 
questions; „the~ interviewers and respondents were not accounting-oriented ; 
and the interviewee was not often the most informed respondent about 
^ ^ the financial aspects of the -facility. To accommodate for these on- 
site problems, estimates were accepted during the interview and in 
other cases, local budget records were submitted and analyzed „ after the 
completed interview to assist Ih' providing complete data on the . 
protocols. 

As previously mentioned, O'Connor made no statements about the 
costs of community residential care because of incomplete data. In 
replacement for the results, several excellent recommendations were 
presented to urge improved accounting procedures at the local level as 
well as the 'publication of an accounting manual (Sipe, 1976). 

In 1973, Baker, Seltzer, and Seltzer collected annual budget 
figures from 196 community residences. The average annual budget for 
community facilities in 1973 was $56,000 or $4,680 per resident (1977, 
p. 205). In reporting the results, Baker et al. presented annual per 
. capita expenditures by prototypic models or types of residential 
programs. The models were defined by size, type of resident served, or 
Decialized services. Small group homes serving 6-10 residents reported 
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a per capita budget of $5,690 which was almost twice as expensive as a 
large group home £21-40 residents) with an annual expenditure of 
$3/380- During that same year, the per diem in public residential 
facilities was $24.43 or $8,917 per year per resident (Baker et al., 
1977). 

Heal et al. (1978) cautioned that comparisons of per diem figures 

between public and community residential facilities proposed by^ Baker 

et al. (1977) were dangerous. Public residential facilities do not 

include capital costs of land and buildings in the per diem figures. 

The cost of rent, on the other hand, was included in the cost estimates 

provided by community residential facility administrators. Program 

and service costs, however, were included in the public residential 

facility per diem, but were excluded from the community residential 

» 

facility per diem. 

Disparity in public and community residential facility data emerges 
froia two other sources: a) differences in the characteristics of the 
population served, arid b) the effect of population decline within 
public residential facilities on fixed costs. In recent national 
surveys of community and public residential facilities (Bruininks, 
Hauber, & Kudla, 1980; Scheerenberger, 1978a), the population served 
in public residential facilities was primarily residents with severe or 
profound level's c^f mental retardation (75%) . This figure contrasts 
with 32% of the population in community residential facilities with the 
same classification. The degree of dependence of residents signifi- 
cantly contributes to the differences of cost. The second problem 
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relates tothe rapid decline in number of residents in public residential 
facilities. This flux of -numbers causes an acceleration of fixed costs 
that cannot be reduced quickly. Certain fixed costs such as adminis- 
trative overhead and maintenance of buildings cannot fluctuate with 
changes in resident attendance. Thus, as the population declines, the. 
volume of resident days decreases which drives up unit costs. 

Peat, Marwick,. Mitchell & Co. (1976) was commissioned by the 
Illinois Developmental Disabilities Advisory Council to estimate the 
cost of designing and operating ten various residential service arrange- 
ments. The costs included start-up financing, operating expenses, and 
thJ capital financial requirements for establishing normalized 

/ < " ' - . 

residential service, facilities. 

One of the most important assumptions of this report was that com- 
munity residential facilities typically- underpay professional and para- 
professional staff. If competitive rates, of pay similar to public 
residential facilities were paid by community residential facilities, 
the average daily cost was estimated \o be in the range of $26.08 to 
$41.98. This per diem range included capital costs and was comparable 
to the range of per diems in public residential facilities at the time 
of the report in 1976. \ 

Peat, Marwick, Mitchell & Co. also found that there was a 
generally predictable relationship in human service organizations 
between personnel . and other direct operating costs. \-he relationship 
varied depending upon the size of facilities and composition of 



services, but generally, over a long time period with a Urge number 
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of providers , the salary mix of staff personnel in each arrangement 
tended toward the overall mean salary for each position. If salaries 
showed Wide variability , it was a result of educational qualifications, 
experience, or the supply and demand of the local labor market for 

qualified personnel. 

i 

On a smaller scale, the Department of Mental Health in Indiana 
(1975) produced a progress report cjn ten community residential 
facilities at the request of the Indiana Legislative Council. Lower 
costs were associated with units offering the least services and the 
highest functioning residents. Differences within apartment units 
depended on resident characteristics such as functioning level and 
independent living skills. Differences within larger group homes were 
affecte'd by rent tor mortgage payments with lower rates ref lecting ,-.) 
gratis or donated/buildings and furnishings. Those facilities which 
served younger, severely handicapped children experienced higher 
costs. Personnel expenses consumed the largest share of the. budgets 
ranging in proportion from 32% to 73% of total operating costs; Thfe 
average cost of personnel for all ten agencies totaled 53.2% of the 
budgets. . / 

Heal and Daniels (1978) completed a cost effectiveness analysis of 
three community alternatives (natural homes, supervised apartments, and 
group homes) in. three counties in northern Wisconsin. Personal inter- 
views were conducted with a, representative sample of 29 developmentally 
disabled individuals and their residential supervisors to collect data 

about the individuals and the facility. The major purpose of the study 

i 

J ' 
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was to identify anc^ measure six major dimensions: a) competence, 
b) social adjustment, c) normalized life style, d) satisfaction, and 
e) economy. There were two sources of costs, those borne by the 
individual resident and those paid by society. Apartments were found 
to have the lowest society cost, the highest individual contribution, 
and the highest approximation to a normalized life style. On the other 
hand, the group homes were more expensive for society and were less 
normalized than apartments. Natural homes were found to be at inter- 
mediate levels between these two types of residences. Table 2.3 
presents the results of this study. 

• v 

• * t 

Table 2.3- 

Means, Standard Deviations, and Number of Cases 
fot Three Residential Alternatives 3 



Individual Cost Society Cost Total Cost 

77 en Y SD X 



Group Home 
: (n = 16) 


A 

$1,564.25 


399. 


65 


■ $5,361. 


00 


112 


.53 


$6,925 


.25 


Natural Home 
(n = 9) 


1,423,22 


1,417. 


45 


4,576. 


33 


1,751 


.94 


5,999 


.55 


Apartment 
(n = 4) 


3,645.00 


" 1,617. 


92 


1,833. 


75 


1,174 


.05 


5,478 


.75 



a Heal and Daniels, 1978, p. 3a. 



As noted earlier in this section, O'Connor was unable to publish 
cost data from the interview study of 105 facilities conducted in 1973. 
Based on that experience, O'Connor and Morris (1978) designed a study 
with specific emphasis on a specially designed accounting system that 
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would record accurate cost information for a 12-18 month period. The 
second purpose of the study was to analyze costs with facility and 
resident characteristics (facility location, administrative structure, 
size of facility, and age of residents). 

Of the 200 poinmunity residential facilities in HEW Regions IX and 
X, 50 facilities volunteered to participate. No selection ,was made 
although certain strata were identified such as profit/nonprofit owner- 
ship, size, age of residents, and location* A four-month pilot study 
was conducted with eight facilities to test the accounting system. 
Following minor changos in the forms, four workshops ware conducted 
throughout those regions to give training to 50 facility. administrators. 
Follow-up workshops wars conducted two months later. The final Sample 
size was 29 facilities located in four states: Washington (n=8) , 
Oregon (n»3.0) , California (n=8) , and. Arizona (n«3) . Of the- 29 
facilities, 9 were proprieta y, and '20^ were nonprofit organizations. 
The average size was 24 residents, and .the average age of the" residents 
was 25 years j 

The results were reported as average monthly expenses per resident 
by type of operating costs. Relationships were analysed by correlation, 
one-way analysis of variance tests* and stepwise multiple regressions. 
Table 2,4 presents the mean costs per month per resident by type of 
operating cost and capital ost.. The per diem was $12.80*per person 
for operating costs and $2.27 per person, for capital, costs. 

Teft variables were selected and one-way analyses of Variances were 
completed with ko\xr dependent variables — staff costs, total operating 
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Table 2.4 

Summary of Generic Operating Costs and Capital Costs 
by Resident per Month a 



Type of Cost 


Mean 


SD 


C-4-a-F-F 
bldl J. 


$262 


$195 


Food 


47 


13 


Utilities 


19 


11 


Insurance 


4 


A 


Repair and Maintenance 


10 


7 


Taxes, Licenses, Fees 


s * 


4 


Supplies 


13 


11 


Vehicles 


14 


ii 


Miscellaneous 


11 


15 


Total Operating Costs 


. $384 


$226 . 


Total Capital Costs 


$ 68 


$ 46 


^O'Connor and Morris, 1978, p- 28. 






. costs, capital costs, and total costs - 


According to 0' 


'Connor and 



Morris : 

Five variables were significantly related to all four 
• ' costs including, state, region, degree of programming, . 
staff to resident ratio, and age of residents. A sixth 
variable, profit orientation was related to all but the 
capital costs. Two variables, type of dwelling and 

size of facility, were significantly related only to 

capital costs. (p. 44) . 

The only variables that were 'not related to' costs of CRFs were facility 

isolation and resident IQ. N - , 

The final level'of analysis was a stepwise multiple regression to 
ascertain the predictive combinations of variables. Results indicated: 

There were probably three underlying factors in the ! 
data. The first factor which was related to both ! 
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operating costs and total costs, was a combination of 
staff to resident ratio, degree of programming, and 
age of residents. The second factor which was related 
to all three costs,'« was the type of dwelling. The 
third factor appears to be the state in which the 
^facility was located. (p. 58). 

In discussing the results, O'Connor and Morris cited staff to 
resident ratio as a major factor contributing to personnel costs and 
in turn, expenses consuming the majority of community residential 
facility budgets. The level of programming is related to both staff 
to resident ratio and personnel expenses. Nonprofit facilities tended 
to have higher staff to resident ratios and levels of programming. 
Size was related to capital costs with the larger facilities reporting 
higher capital costs. 

Gross C1978) .analyzed existing cost data from community residential 
studies in Massachusetts and Virginia- using five different cost; 
reporting methods. This study was the first- attempt to describe and 
categorize cost reporting techniques applicable to social welfare 
literature. 

Cost reports can vary in response to three basic questions: 

1. Cost to whom? 

a) resident 

b) families 

c) service agency 

d) federal government 

e) society 

2. What is the object of the cost study? 

a) individual 

b) agency \ t \ . 

c) government level 



\ 
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3. What is the method of determining costs? \ 

a) Reimbursable cost reporting coined by Gross to mean 
determination of the level of cost sharing by a specific government 
unit. After total cost is determined for the program under study, all 
other contributions are subtracted from this amount leaving the 
reimbursement le'vel of the specif ic government unW- Mayeda and Wai 
.(1975) attempted to.report the share of financial participation as money 
' flowed from the federal government down.- This method has not been 

fully developed. 

. b) Average per person cost reporting, . according to Gross/ 
is widely accepted because readers can readily grasp the meaning of the 
measure. The problem with this approach is the inherent weakness in 
averaging across all individuals. The objective of this type of 
analysis is to determine the total costs of a program to Uie. government 
and the total number of people served. 

c) Functional cost reporting, is an accepted term in the 

V 

literature that means an internal method that separates costs into 
direct program costs (variable costs) and support service costs (fixed 
costs). Beatrice (1974) divided residential costs of Massachusetts 
into these two categories in order to project the effect of rapid 
deinstitutionalization (volume change) on cost over time.' 

, d) Unit cost reporting is also found in the literature 

and means calculation of the cost for one unit of service by dividing 

IS 

the total costs for a service by the total number of service units. 
The difficulties of this approach have been thoroughly expounded by 
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Bowers dnd Bowers (19761 and include: 

(a) lack of service objectives , (b) poor service definitions , 
(c) no common language of services; (d) poor unit defini- 
tions, (e) lack of data,^ (f) no public pricing of services, 
tg) the unique nature and composition of human services, 

(h) lack of project continuity in experimental efforts, 

(i) the apprehension of workers that units of service will 
be linked to worker efficiency, (j) lack of system designers 
who understand the whole of the unit of servic^ system, 

(k) a lack of support systems in place, and (1) a lack of 
information use by management- (pp. 11-28) 

e) Needs approach of cost reporting is a recent develop- 
ment which has no theories and no studies to support its use. The 
. method begins with a diagnostic procedure of individual resident needs 
followed by a prescription of services to meet those needs including 
timeline and the appropriate number of units of service- Costs are 
then calculated for the prescription according to the type of provider. 
Anderson, Greenberg, Patten, and Fine (1976) have selected 200 elderly 
residents in nursing homes and matched them with 200 elderly people who 
live in their own homes. No results have been yet reported . 

After reviewing the contradictory results of four cost studies on 
residential services (Itothbohe-McCuan ,.et al., 1975; Jones & Jones, 1976; 
Mayeda & Wai, 1975; Beatrice, 1974), Gross argued that the inconclusive 
findings may be a result of differences in cost reporting methods. By 
applying the five cost reporting methods to two sets of data from the 
Commonwealth of Virginia alternative living environments for the 

elderly and the Commonwealth of Massachusetts alternative living \ 

'\ 

environments for the mentally retarded, Gross found that outcome varied 

I : ' " ' 

with type of approach used. 
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Of the five methods, Gross (1978) found: 

There is no one way to calculate costs for such analysis 
. . . without full knowledge of .the methodological and 
behavioral implications of each cost reporting approach, 
they are all potentially susceptible to misuse, (p. 38) 

The deinstitutionalization movement does not singularly affect 



people who are mentally retarded. Persons who are chemica; 



ly dependent, 



mentally ill, or juvenile delinquents have also been served in a wide ' 
array of community residential alternatives. Faced with a similar gap 
in the lack of centralized planning and development of community options, 
little is known about* operating costs, characteristics, and effective- 
ness of halfway houses of psychosocially disabled persons. ; The National 
Institute of Mental Health recently sponsored a study to determine the" 
costs associated with the provision of community based residential care. 
The purpose of this study was to examine the differences in co,sts "as 
they relate to characteristics of disability groups, the type of 
facilities, and the types of services provided by the facilities. 

. One of the first problems encountered by investigators Piasecki, 
Pittinger,. and Rutman "(1977) was the absence of a meaningful classifi- 
cation framework: . " u 

Designations such -ks boarding home, board and care 
" facility, group hom&^ hostel, or domiciliary care 
facility tend to be u^ed somewhat interchangeably 
by different authorities to describe essentially 
the same type of residential service. The same 
problems can be observed v*ith respect to varying 
descriptive terms for halfway house type programs, 
e.g., halfway house,, sheltered living home, transi- 
tional home, rehabilitation house, as well as for 
various apartment-dwelling types of programs. (p. 2) 
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Given this kaleidoscope of overlapping descriptions, a typology was 
formed using size, type of staff, and scope of services. A second 
broader framework comprised of three sets of variables for statistical 
analysis was also designed. The factors were environment (geographical 
location), organizational attributes (staffing patterns and services), 
and client group characteristics (age and level of disability) . 

Per diem costs varied substantially according to the locale of the 
residence. Facilities in urban downtown areas reported average daily 
costs for 1973 at $11.20 while .facilities in rural areas reported costs 
of over $18.00 per day- Facility costs also varied widely by 
geographic region. Nursing home costs were lowest in the South ($13.51) 
and highest in the Northeast ($21.43). 

Organizational variables, particularly the total expenditure for 
staff salaries, was an important determinant of total per diem cost for 
residential services. In halfway houses, about 50% of -4b «- average 
facility budget was expended on salaries. The presence of full-time 
professional staff was also an important factor in determining the 
overall costs of the program. Facilities which made extensive use of 
volunteers and paraprofessionals were significantly less expensive than 
those employing full-time psychologists and psychiatrists. 

The rank ordering of per diems by type of ownership revealed that 
proprietary operations cost less than $9.00 daily, nonprofit organi- 
zations operated at a cost of slightly over $9.00, while government 
f acilitiesywere most expensive with per diem rates over $12.00. 
Generally, facilities operated by governmental units tended to report 



SB 



i 



46 

the highest cost per day, the lowest number of residents per unit, and 
the lowest occupancy rate. 

Facilities offering basic domiciliary services were found to be 
less expensive than those offering educational, vocational, or 
counseling services with the former costing $9.97 and the latter 

averaging $11.36. 

' A brief synopsis of the community residential facility studies is 

presented in Table 2.5. The National Institute of Mental Health study 

completed by Piasecki, Pittinger, and Rutman (1977) was excluded 7 , 

because the residents were not mentally retarded. The study by Gross 

(1978) was excluded because the purpose of the research was 

methodological in nature. 

Comparison Cost Studies of Public and Communi ty Residential Facilities 

One of the most carefully designed studies of cpmparison between 
community and public facilities was conducted by Mayeda and ■ Wai 
(1975). 'The model ' they employed aggregated costs over six direct 
variables and one indirect cost variable including: a) 'room and board, 
b) attendant services, c) special programs, d) special professional 
services, e) educational programs, f) support services, and 
g) general and administrative costs. By analyzing budgets of state 
hospitals and regional centers in California, Florida, and Washington 
for a six-month period in 1974 and 1975, Mayeda and Wai were able to 
trace and record the total costs for services provided to 4,284 com- 
munity and institutional residents. 



67 



Tlblt l.S 

Suwry o( Cowinity biidtntiil t'tcility Con Studiu 



fteiearcher(s) 


Publicity 
Date 


Scope 


Methodology Employed 


StJtutical Analysis 


Mudy 
Period 


Results 


UllUttDfll 


O'Connor 


1976 


u.s.'Seaplsng 


Interview vere conducted 


None 


1)7) 




Mo tiport 






(rase of ),4U 


of facility adsiniitretori 








btciuii of 






comity 










lncoeflste 






fecilitieij 105 








. . data 






m lie ttd for 














interviews 








> 




likar. Seltfer* 


197? 


U.S. -Sealing 


Itoll lurviy of 1% 


fir dim presented by typt 


197) 


Avenge annuel Nrtget was 




• Mill*! 




(rut of 381 


fecilitliij in-ckpth 


of facility. Kefisrchere 




14,680 per riildenl in 








coswniiy 


interview in IS facilities 


defined the 'types. a 




1974, ($12,12 per dies) 








fecUitiii 


located in Hortheaitern U.S. 








Indiana 


197S 


Indiana*10 


Analysis of cost rtportt 


Com broken down by si)or 


1975 


Lowest coiti niociited 


Provides 


Department of 




couunity 


tutaitttd to Indiini 


cstegoriea euch as personnsl, 




with lint services wd 


per diw 


tfenUt Health 




(KlUtill 


Depertaint of fantil 


food, capital aipendlturss. ' 




highlit functioning 


for WmII 






Health 


Ranges of per disss given by 




reiidinti. Average per 


MO) 








» 


type of facility. 




diet vie 115.40. 


tuple of 














hoses. 



Peat, Hawick, 197* 
Hitchell, 4 Co. 



Meal t Daniels 1971 



O'Conwr I Morris 1971 



Illinois 
estimation of 
flicil require-- 
lenti to develop 
noraellted 
reildentlil 
services. 

Hisconsln-29 
individuals in 
] settings 
(nituril torn, 
group hose, spt.) 



Analysis of coit rtportt 
f rot other states end lite 
visits to Minneeote, 
Mebraska, Pennsylvania, i 
Michigan. 



Perianal interviews with 
29 developstntally 
diiabled individual* and 
their reeidential 
supervisors. 



legion II and X* Pacllitiee were trained 
29 faclhtlii in and asked to iudiu 
Washington Oregon, itandard monthly report of 
California, and eipemii and ravsnuea for 
Ariwna • 1 year, Site visits by 
; reieerch itaff to collect 
resident, building, and 
personal data* 



Estimation of per day costs 1976 
pressnttd by levil of occupancy 
Capital costs estimated for 
renting, buying and building. 
Pro tone expsnsss pressntsd 
for each type of facility. 



Estimates of individual reel- 1977 
dent contributions to cost of 
care (labor and moniy) and 
society's contribution to coat 
of rssldentul service for 
saaple of 29 residents. 

Results reported by operating 1975 
costs, capital costs, relation- 
ships of facility and resident 
characteristics to cost, and 
•revenues. Use of multiple 
regression to determne 
relationships. 



Estimated per disss 
ringed fro* J26.08 ■ 
$41.98. 



Apartments (15,471.7$) 
yen the most cost 
effective alternative 
when compared vlth group 
hosea ((6,925,25) and 
naturel hoses (15,999.55). 

Average toul operating 
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In addition to the collection of cost data, a performance measure 
of resident adaptive behavior was taken with one of three scales: the 
Adaptive Behavior Scale, the Washington Assessment and Training Scale, 
and the Florida Client Assessment Instrument. Mayeda and Wai planned 
to link individual progress with expenditures as a means of approxi- 
mating cost-benefit relationships. The last objective of this study 

V i 

was to study -the "input/f output funding flow structure in two 

community-based systems" (p. 2) . 

*> * 

The cost data of the Inland Counties Regional Center in California 

were analyzed in combination with the input/output studies and the & 

assessment data of individual clients. Although this Center is 

responsible for purchase or provision of services to developmentally - 

disabled clients, there was "an expenditure- bias toward children living 

at home with natural parents" and evidence to indicate that "many 

clients were not being provided with certain professional services" 

(p. 4). The first conclusion of this study was: 

The cost of services to developmentally disabled persons 
in state hospitals do not differ significantly from the 
adjusted true costs of services in community settings 
provided both groups are provided with a full array of 

needed services. (p. 4) 

<» 

During the six-month period of this study,, the mean cost of serv- 

i 

ices to residents in state.'hospitals was $6,247 compared with $638 for 
clients in the' community. When the additional costs of educational 
programs, special professional services, and generic services were 
added, the true cost of services in community settings approached the 
costs of care in state hospitals. The original difference between the 



• 70 



two settings C$6,247 and $638) was explained as a function of utidiza- 

/ 

tion patterns since none of the 463 clients served through the^ Inland 

/ 

Counties Regional Center received dental, psychological, speech , 

' ' 1 // ' 

audiology, occupational therapy, physical therapy, or any /.other special 

professional services during that six-month study period/. The authors 

concluded: / 

/ 

/ 

The service utilization patterns in community settings 

are lower than utilization patterns of services in state ^ 

hospitals due partially to the weaknesses of the coordi^^---^^" 

nating interface in community settings and differences^ " 

in repayment criteria and policies. (p. 5) j 

It should be mentioned that not all clients needed these pro- 
fessional services, while in some instances those who did need services 
received them in community residential or day programs rather than the 
Inland Counties- Regional Center. Mayeda and Wai redefined; the differ- 
ence between state hospitals and community programs as a difference in 

organizational^ administrative structures. A state hospital was a . 

f • 

•unified service system administered by a single person or unit and was 

i 

demand dominated whereas community programs were multiply administered 
and supply dominated. 

Developmentally disabled individuals who lived at home with their 
parents cost society less them placement in group homes and signifi- 
cantly less than placement in state hospitals. The Inland Counties 
Regional Center' reported providing liberal services to parents to help 
maintain children in homes. This finding led to the third conclusion 
by Mayeda and Wai: 

The major actual cost savings for services to develop- 
mentally disabled persons who actively require nurturance 
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and assistance are rooted in the natural home environment. 
The cost of liberal home support and special professional 
services to those living at home will not deplete these 
savings- (p. 8) 

Jones and Jones (1976) collected budget information on 13 com- 

, %> 

munity residential facilities in Massachusetts as part of a larger 
study of community placement of discharged residents- Cost, savings 
did accrue when residents were placed in the community, particularly 
to the state since the financial burden was shifted to federal, local, 
' and private sources of funding- 
Cost data were collected on a small sample of 24 residents which 
was considered representative of the larger population- Between 
January 1, 1972 and June 30, 1973 individual records were kept in terms 
of Supplemental Security Income, costs to the Massachusetts Department 
of Mental Health, in-kind services provided, and resources coming from 
private agencies! vior the sample. A comparison was made with institu- 
tional costs if the sample residents had not been released. Jones and 
Jones found: 



The average cost in the institution is $7,464 versus _ — _____ _ 

* $6 , 112 in community - residences ". 'v However , when the costs / 
of rehabilitative programs and federal input are added, 
the difference narrows markedly. (p. 87) 

Jones and Jones also examined/ some of the same issues addressed by 
Mayeda and Wai. They questioned whether cost comparison of services 

provided in state hospitals and community settings could be made with- 

I 

out controlling for- the needs of residents and the actual services 

delivered to residents. In terms X of differences in service utilization 

[ 

patterns between unified systems such as state hospitals and coordinated 
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systems such as community xerograms , &ones and Jones proposed that other 
factors beside administrative variables should be exajnined. Utilization 
may be :Ln response to need, awareness of nsed, availability of subsidi- 
zation, and any combination of these factors. Based upon observation 
and personal judgment, the authors concluded: 

The institution, as a treatment site for the develop- 
mentally disabled, does not come out as very desirable 
on either: a cost or an effectiveness criterion and 
certainly not on an effectiveness to cost ratio. (p. 18) 

In the Commonwealth of Virginia, Murphy and Datel (1976). undertook 

a cost-benefit analysis to project costs and benefits over a ten-year 

period for 52 clients transferred from institutions to community 

settings. Clients were stratified by housing, employability , a:;d 

source of income. Costs were entered for community support services, 

client maintenance, service integration, deinstitutionalization, and 

lost economic productivity. Benefit elements included savings of 

institutional costs and increased economic productivity. The ratios of 

benefits to costs for all but one strata .ranged from 1.52 to 11.86. 

The only stratum for which costs exceeded benefits were those clients 

who needed intensive care, were not employable, and received at least 

half of their income from public sources. In this stratum, the average 

net cost per client for the 10-year period was $395.93. The average 

net benefits per client /ranged from $2,500 over 10 years for residents 

in nursing homes to $29,000 over 10 years foi clients who are employable 

/ 

full-time. The authors noted th^t savings in deinstitutionalization 
benefit state sources. On the societal cost side, federal sources 
carry much of the load in maintaining deinstitutionalized residents. 

73 
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Most recently, Intagliata, Wilier, and Cooley" (1973) completed a 
cost comparison study of institutional and community based alternatives 
for mentally retarded people in New York, .The purpose of this study 
was to analyze and compare costs for residential care separate from 
professional services in both public and community settings. The sample 
consisted of a public residential facility (1,400 residents); a 
hospital based rehabilitation unit 'for children; a county Association 
for Retarded Citizens agency providing residential services, school 
services, and sheltered workshop services; and a Board of Cooperative 
Education Services Center providing special education services. 

Several problem^were encountered with the quality of cost data. 
First, there were no consistent standard units of service defined or 
applied in the cost records of the sample. Second, budgets were pre- 
pared according to conventional line items rather than functional lines 
using services as cost centers . ( Last, there was little or no cross 
referencing of cost. data with resident characteristics. For example, 
76% of the public residential facility population was severely retarded, 
but the facility could not determine how many of those residents 
received a particular service such as physical therapy and at what cost. 
This last limitation was projected by the authors to have even greater, 
importance in the future since "subpopulation analyses will become 
increasingly relevant as the population of individuals being released 
from institutions becomes more diverse" (p. 12) . I 

Given these limitations, Intagliata et al. (1979) found that the 
annual per capita costs of natural family ($2,108) and family care/ 
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($3,130) settings were significantly less expensive them the institution 

($14,630). However, the annual per capita cost of residential care 

provided by group homes ($?,255-$ll, 000) was significantly greater than 

that of other community settings examined, and in fact, depending upon 

resident level of disability, approached the cost level of the public 

residential facilities • 

In response to a need for nationwide data on capital outlays for 

public and community residential facilities, . the President's Committee 

on Mental Retardation commissioned the National Association of State 

Mental Retardation Program Directors, Inc. (NASMRPD) to conduct a 

state-by-state survey in 1978-1979. The major purpose of this study 

was to determine: , 

to what extent are .the states, the traditional providers 
of residential services to mentally retarded citizens, 
using capital construction dollars to reconstruct and 
expand existing public institutions, as opposed to 
enhancing the development of community residential pro- 
grams . In other words are we seeing the recent trend 
toward community based residential facilities undermined 
by .widespread efforts to rebuild existing institutions, 
(p. 2) i 

The staff at NASMRPD completed the survey in three phases between 
December, 1978\and July, 1979. The first phase consisted of phone 
interviews to each state to determine the best respondent who could 
handle questions related to * capital budgeting , copies of state capital 
budget plans were splicjjJ^d from all states and received from 39 
respondents, in February, 1979, the second phase of the study begem 
with analysis of budget materials sent: by states. This analysis led 
to the drafting of a pilot interview form. The questionnaire was 
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finalized and sent in advance of the phone interview. During the third 
phase, phone interviews were conducted between March and July, 1979. 
Verification of answers occurred by mail follow up. 

Because of varying definitions, approaches to budgeting, and time 
frames employed b^ individual states, comparisons of capital improve- 
ment projects on a state-by-state basis were very difficult to complete. 
At a national level, capital outlays were reported for fiscal year 1977- 
1978, fiscal year 1978-19.79, and fiscal year 1979-1980. The actual and 
projected state appropriations for capital projects totaled $1 billion 
for this three-year period. Five states (California, Michigan, New 
Jersey, New York, Ohio) accounted for 52% of the total outlays during 
that period. 

-..The predominant type of project funded was construction or 
renovation projects on the grounds of state-operated residential 
facilities which accounted for 82.7% o$ the appropriations. In 33 of 
50 states, the entire capital improvement budget was earmarked for 
state institution renovation- projects. The primary reason cited by 
respondents for • ^Ual .improvements in state institutions was the need 
to comply with £&-aefral Intermediate Care Facility /Mental Retardation 
(ICF-MR) standards. Failure to comply with ICF-MR standards would cost 
$758.8 million in federal money, according to 35 state respondents. 

No states reported plans to buil<k new public residential facilities 
or to increase total bed capacity of public residential facilities. 
States did plan, however, to construct community day program buildings 
(8) and community residential /facilities (13). 
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The per capita outlays for public residential facility renovations 
(based on relative number- of residents in PRFs) ranged from a high of 
$24,205 in Washington to a low of $404 in Rhode Island. The national 
median was $5,460. 

A summary of the comparative cost studies of community and public 
residential facilities is presented in Table 2.6. 



Cost Functions of Human Services 



The application of statistical techniques to cost data in order to 
estimate economic relationships and to test various hypotheses about 

i 

such relationships was defined by Johnston (1960) as statistical cost\ 

analysis. Pure relationships in statistical cost analysis are rarely 

\ "' 

assumed. This approach recognizes that cost fluctuations may be a v 
function of the size of the organization, the labor intensity of the 
operation, and the general level of wages. The statistical testing of 
economic hypotheses was characterized as both complex and hazardous by 



Johnston (1960) since: 

1 

The economic system grinds out its complex convolutions; 
., the myriads of actors — consumers, firms, regulatory agencies, 
" and government units — act and interact; a more or less, 
imperfect collection of statistical agencies records, with 
varying degrees of error and omissions,' partial, quantitative 
measures of this evolutionary economic process; and the poor 
econometrician comes along in the wake of the monster, 
gathering, what data he can in an attempt to "test" various 
hypotheses about aspects of < economic activity. (p. 2) 

The paucity of! published statistical cost analysis studies in the 

area of residential facilities for mentally retarded, residents may, . 

thus, be attributed to the lack of systematic data collection approaches, 

i 
? 

) \ 
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Tabic a.fe ' * 

Summery ol Community and Public Kesidential Facility lost Studie* 



archer (s) 



Scope 



ie 4 wai 



1975 



1976 



4>y t Datel 



igllata* 
ler, & Cooliy 



1976 



ional Assoc I- 1980 
n of State 
tal Retardation 
gram Oirectora 



) statcs-1 public 
residential 
facility in 
Washington, 2 
public facilities 
in florid* and 
co— unity 
facilities in 
California a 
Florida. 

Massachusetts- 13 
of 16 community 
hclhtiii parti- 
cipated. Costs . 
baaed on 24 
discharged 
residents. 



Virginle-52 
residents who 
ware discharged 
froa institutions 



Haw fork-1 public 
raiidantial 
facility, 1 
hoapitel rehab 
unit, 1 special 
achool center, 
1 ARC systea 



U.S. -state by 
state survey ot 
capital outlayi 
for PKFs t CRFi 



Study 



ethodology Employed Statistical Analysts 



He suits 



notations 



E*|>enditure data for 
4,204 residents were 
collected in five 
major categories for 
a six-month period. 



Detailed budgets were 
analyzed; information 
was obtained fro* 
perent/houaaparent 
Interviews and Dept. 
of Mental Health 
reports. 



Projected costs a 
benefits lor the 
eample of residents 
were estimated. Seven 
adjustments ware mado. 

Budget documents were 
obtained t analysed. 
Foster home costs 
ware obtained from 
state billings. 



Phone interviews with 
state government 
officials. Analysis 
of state capital 
budgets b plans. 



Totals k means were pre- 
sented for the breakdown 
of costs at each I 
location. Chi -aqua re 
tests and analysis of 
variance computed for 
California data. 



Means fc ranges reported 
for breakdown of 
facility costs fc sources 
of revenue; individual 
resident profiles are 
given including sources 
of support. Cost differ 
ences reported by place 
of residence (community 
or public) . 

Average a total cost- 
benefit ratios were 
presented for total 
sample. 



1974-75 



He an cot»t of services in-depth analysis of costs by 
to resident* in state demographics of residents 
hospitals was 56,247 (age, sea, handicap) and 
coaparcd with 5638 utilisation, of services. Mo 
for community analysis by organisational 

facilities. Differ- factors, 
ence was explained in 
terms of utilisation 
patterns. 



1972-73 



Average cost in 
institution • $7,464 
Average cost in 
nity - 56.112 



Projection 
based on 
1973-74 
data 



520,800 per capita 
'savings over 10- year 
•period by placing 
residents in 
community. 



Small sample prohibited cost 
analysis by resident 
characteristics and facility 
characteristics, excluded 
organisational factors that 
influence cost variation. 



Small sampl* sisej projections 
baaed on limited study period. 
HO identification of critical 
factors that affect coat. 



Average cost per resident 1977£78 
par year presented for j 
each type of facility. ■ 
Day prograa costs L 
reported separately. 



Institution ■ $14,630 Ho analysis by resident 



Analysis by state totals, 
national totals given 
for )*year period 
FV , 77-'7B i Fr7a-'79 ( i 
Ft '79-' 80 



annual per capita. 
Croup home • 59,255 
$11,000 annual per 
\ capita. 

K Family care ■ .53,130 
r/.£ahnual par capita 

Natutaj faaulv. " 52,108 
annual per capita 



1978-79 Total state appropri- 
ations for capital 
projects totaled 
SI billion for )-yr 
iwnod. National 
median outlay was 
$i,4b0 per person lor. 



characteristics or 
organisational factora. 



public residential 
facility renovation*. 
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failure to identify and measure organizational factors concurrently with 
the expenditure data, widely different accounting practices, and failures 
to select statistical techniques that test both linear and curvilinear 
relationships- O'Connor and Morris (1978) are the only researchers who 
have attempted a cost function analysis of residential facilities for 
mentally retarded people, / 

Cost function analysis studies have been reporter in/education, 
nursing homes, and hospitals- Turning away from the stddies of 
residential services for mentally retarded people to^tfhese other areas 
of human services , a brief overview will be given o^;the issues/ 
methodological concerns, and results of cost function analysis- j 

According to .Knapp (1978) a statistical cost function is the: 

empirical representation of the relationship between 
the cost of production and the level of output, usually 
obtained from a multiple regression of total or average 
.. cost (cost per unit of output) upon output and other; 
significant influences such as . the mix of output and 
^ idiosyncracies of particular producing units- (p- 31) 

In the case of residential care, one would like to know how the 

costs of care vary with the size of the home, the dependency of 

^residents, and the changes in resident well-being. and behavior- Size 

and resident characteristics are considered inputs or the independent 

variables- In contrast with industry which can quantify raw material 

inputs such as tons of metal needed for manufacturing, human services 

identify and measure inputs with less precision, often using proxies 

to substitute for real. inputs- The dependent variable is cost per 

unit of output- L ' 
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Educational production Function Studies 

Colin (1979) identified several f actors (proxies) that have been 
used as inputs in cost production studies of schools. The three brc-ad 
categories are 1) student characteristics, 2) school related factors 
that can or cannot be manipulated by. administrators, and 3) community 
influences. Student characteristics, according to Cohn are the "innate 
endowment variables .of individuals." These variables are usually 
omitted in studies because of the lack of a reliable measure.: SchooJ 
factors include a) building characteristics and conditidn^f- physical 
plant, b) quantity and quality of. equipment, c) support facilities 
such as library, d) size of school, e) curriculum, f) class size, ■ 
g) extra curricular offerings, h) teacher experience and training, 
i) teaching load, j) teacher salaries, k) administrative character- 
istics, and 1) auxiliary staff.. The community influences include 
a) parent socioeconomic status, b) community attitudes, c) average 
income, d) degree of urbanization, and e) peer influence. \ 

The initial studies in .education began at a micro-level of 
analysis usually at the district level. One measure of output was 
correlated with several identified factors. Mollenkopf and Melville 
(1956) found a positive correlation between library and supply expen- 
ditures and student achievement scores. Other single factors that had 
some degree of positive correlation were student/teacher ratio, class 
size, and number of special support personnel. In 1962 Thomas used 
regression techniques to identify three variables that were related to 
student performance: . starting salaries, teacher experience, and number 
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of books in the library. Coleman (1966) published a landmark study 
identifying several ''nonschool factors/ 1 that affected achievement in 
addition to the single school factor, teachers' verbal ability. 
Because of the controversial .nature of its findings, the statistical 
analysis of the data has been criticized. Of particular importance 
for this study was the selection and entering of variables in *;ie j 
regression equation. I 

Cohn noted that stepwise multiple t regression assumes independence 
of variables. If multicollinearity is present/ then the first variables 
entered will be most potent. Coleman entered nonschool factors first 
and those variables had the greatest importance. 

Of the several variables that have been studied in schools, Heim 
(1972) reviewed the literature and found five variables that were con- 
sistently studied: 1) teacher degree status, 2) teacher experience, 
3 7 interaction of inputs and outputs, 4) class size, and 5) avail- 
ability of special support staff. 

Education Cost Function Studies 

The results of education production function studies may be applied 
pragmatically to the issue of estimating optimal, school unit size in 
order to -maximize outputs and minimize cost. Although both the 
theoretical and empirical foundations of such work need greater 
refinement, policy makers have relied upon cost function outcomes in 
making decisions about school consolidation. The impetus to minimize 
school costs through reallocation of resources is most keenly 
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experienced during difficult economic periods. As Cohn and Morgan 

(1978) explained: 

As long as the economy was grow a relatively rapid 

pace, along with growing K-12 enx stents,; funds for the 
operation of public schools were relatively plentiful. 
In a* ane of plenty, coupled with growth, administrators 
are £vi*-T tly more interested in expansion and develop- 
ment " • -• relallocation of resources to reduce costs. 
That ■ ■ no longer here, replaced by stagnation— even 
reduction— xn enrollments, along with increased competition 
from higher education and other public services for the tax- 
payers' dollar. It seems that now should be an especially 
opportune time to concentrate- on the allocation-of -resources 
topic, since it appears that improved resource allocation 
• may be the only option which administrators may employ to 
'improve the educational outputs. {p. 89) • 

Abundant literature on school economy of scale shows a U-shaped 

[■ ■ f 

relationship between size and per pupil expenditures. In other words, 
high! per pupil costs are usually associated with both small and large 



schopl units with 


minimal costs for those schools in between. 


The 


optimal school size has varied 


from state to state as shown in 


4 « 


Table 2.7. 
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Table 2.7 


\ 

I 

\ 
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Summary 


of Selected 


Education Cost Function Studies 




Researcher 


• Year 


Sample 


Size a 


"'lew 


1966 


Wisconsin High Schools 


1,675 


Cohn 


"1968 


Iowa High Schools 


1,500 


Osburn 




Missouri High Schools 

i 


2,244 


SaJbulao & Hickrod 


1975 


Illinois Unit Districts (K-12) 
Illinois High Schools 
Illinois Elementary Schools 


2,432 
874 
336 



a Average daily attendance 



^ 6i 

t • 

An underlying assumption of past cost function studies was that a 
school district, school, or school building was a propter unit of 
observation for determining scale effects regardless of the mix of 
programs offered- Tn^-ettody conducted by Sabulao and Hickrod (1975) 
.investigated the differential effects of three types of school units, 
and they concluded tha>t greater economies -of scale ^kisted for unit 

districts that operated K-12 grades in contrast with districts 

V i " " ' \ . ' • 

operating K-8 grades or 9-12 grades only. 

' -v % In addition to size', Cohri tod Hu (1973) examined the mix of pro- 
grams within Michigan schools and they found the annual costs of 
vbcat^onal programs was 5100 greater than nonvccatiqnal programs. 
Further analysis of program costs indicated wide- variation in enroll- 
ment, student^eacher'ratiofe, and teacher ^salaries within a school unit. 
They concluded: 

School* consolidation 7 may not serve to reduce per pupil . * 
costs, ttc3*ss enrollments increase in programs for which" 
scale" e -^;omies apply- Reallocation of students among • 
programs within a given school may achieve greater 
ecpnomies than would be obtained from consolidation of 
tw6 or more schools- (p- 312) j 

r *tt appears that 'savings^accrue to organizations whose administrators 
can ar,dlyze, combine, and reorganize services which are subject to 
economy of scale within^a school or district. This application of 
cost" function analysis, to resource allocation in -districts and class- 
rooms has been examined by Thomas (1980), Michelson (1972), and'Cohn. 

; * 1 

and Morgan (1978) . , r 

The definition of quality educational services remains elusive* 
to several researchers in the area of cost function analysis- ( Cohn 
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I 

(.1975) noted that a comprehensive index of school output remains 
inadequate particularly the measurement of the quality of services. 
There has been little attempt to measure the unintended consequences 
to student achievement after school size increases. Alkin and Benson 
(1968) found no increase, in math and reading achievement results 
associated with increased size after the socioeconomic status of 
students and expenditure per pupil had been allowed to operate. 
Kiesling (1968) examined size, output, and results from several achieve- 
ment tests. When the socioeconomic background of students £.nd the 
expenditure per pupil were allowed to operate, the shape of the function 
was linear and negative. Larger schools were associated with lower 
achievement test -scores . James and Levin (1970) cautioned against 
further conclusions about scale and outputs given, the inadequate 

information on the shape of the function. / 

• 

Hospital Cost Function Literature / , 

In rlo human, services ,area has there /been greater produce: ity in 
cost function analysis than hospitals. The introduction of Medicare 
in the United States in 1966, has had "tremendous impact cv; sotc' 
expenditures, allocation of new resources to the health sector, and 
caused acceleration of prices of health services, especially health - 
care" (Friedman, 1973/p. 234). Of crucial concern to health care 
researchers is* the relationship of public policy on supply,, demand, 
and pricing of health care services. Cost studies have examined .tch 
questions as the optimum size of hospitals (economy of scale) for 
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building x.ew facilities as well as examining efficient use of existing 
hospital resources. 

One of the first considerations in designing hospital cost studies 
is the definition of hospital output. Although a hospital has numerous 
outputs, most ^searchers use simple dependent measures such as patient 
days or average daily census as an output, measure. Table 2.8 briefly 
sum mar izes some recent hospital cost function studies. 

A secondary issue addressed by researc ars in several different 
approaches is the definition of case mix. As shown in Table 2.8, 
researche s rs : have : 

1) assumed that case -mix— is reasonably -con3tant--within--a single 
hospital bver a short time period (Lave & Lave, 1970; Carr & 
Feldstein, 1967; Ingbar & Taylor, 1968); 

2) stratified hospitals intp groups on the basis of facilities / 
available to provide care. Grouping occurs g . del basis o/ 
number and type of facilities (Berry, ^967a^l97 

1970; Kuenne, 1972; Berry & Carr, 1973); 

3) estimated cost relationships for each of several hospital; 
departments assuming the case mix within a department is 
b& ^eneous (Carr & Feldstein, 1967; Francisco , 1970; M. • 
Feldstein, 1968; Ingbar & Taylor, 1968; Kuenne , 1972); f 

4) developed a composite Output measure by using a set of derived 
weights for varidus services. The total output of each 
hospital is a weighted sum of individual services (Cohen, 
1970) ; 



Study, 



Berry l Cirr 
-Btrry i Cirt 
tonne 

Ruwni 



Lave, Lave, 4 

SiNerwr 



Table 2,1 

Suawry of Hospital Cott Function Studies 



Berry i Cirr »» l» 



Nrry l Cirr ; If J I? 61 



Interval 

year Observation Tyre of ■Hwplt jL 



Sample 

Sue Output Measure 



Evans 



Lave t Live 



Lave fr Lave 



Short-ten, general-ill 2100 Average daily cenm 
hospitals (MIA Annual 
National Survey) 

Short-to, general- » M Average daily census 
governmental (AiCA Annual 
National Survey) 



1966 



1966 



197) 
1911 

1972 1961-1970 

ft 

,1972 H64-1970 



Short-ten, general- 
1 voluntary (AHA) 

Short-ten, general- 
proprietary IAIIA| 



1772** Average dally census 
IM M Average daily census 



General hospital! In New IS 
Jersey with 4000-7000 
annual Admissions 



Admissions 



;gjj Second half 
1 of 1968 



Evans I Malker 1972 



1971 



1967 



196? 



General hospitals in Nev 
Jersey with 7000-13,000 
annual admissions, 

General hospital i, 
Western Pennsylvania 

General hospitals, 
British Columbia 



General hospitals, 
Ontario 



Cohen 



1970 14 semi-annual General Western 

1 observations Pennsylvania 
i during 1961-67 

I970 1 7 annual General Eastern and 

observations • Astern Pennsylvania 
during Wbl-67 

\W \ 1965 Short-term, general, 

mrrnhfrs of Wir of New fork 



24 Adilssions 



65 Utilisation (actual bed days/ 
available bed days) 

90 Average occupancy rate 
(100 X total patjent days/ 
M/total available bedsl 

IB5 .Average occupancy rite 

74 Utilization (recorded pitient 
days/available patient days) 



Definition of Cise Nix 



Stratified hospiUli Into groupe on the 
basis of nuaoeri md typei of facilities, 



Stntlfled hospltili into grotfi on the 
basil of nurteri and types of facilities, 



Stratified hospitals Into groups on the 
basis of numbers and typei of facilities, 

Stratified hospitals Into groupi on the 
bans of nrters and types of facilities, 



Stratified hoipltili Into^ groups on the 
k basis of niffberg and types of facilities. 
Also assumed else mix within a dapartment 

is homogeneous. ! 



Cluiter analysis of diagnostic citegoriem 
for purposive aggregation of services. 

Tactor analyzed diagnostic categories 
into hongeneous output variables* 

Factor analysed diagnostic citegories 
Into homogeneous output variables. 

AsiMd case mix li reasonably constant 
within a single hospital over a short 
time period. 
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^Utilization (utilization is l of Assumed cot fh U reasonably comtint 

'«an utilization for the hospital within a ainr> o*r ntort 

during smn-year interval) lis* 1*'^ , 

Service ufii^ (a cost-weiqhted Output meiswd a* * m of "<i^.s for 

avrraqr of iiospitil srmcrsl . vanou* servir^. 



M Kxact sample mz* notgiwn; listed sample size nljmaMl from Authors* rrqrrssion analysis, 



Note; This table wa-, by In. tapr rtlfan. ilnunsity »| nimmm, and j n «r< in an umpubliOird m.wari|.t by sU'f WSR t ( in the 

School ol Public iNlth, 1*1/1, 1 
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5) included direct measures of case mix within the cost function 
by use of vectors for case mix proportions (M. Feldstein, 
1968); used factor analysis to group diagnostic categories into 
homogeneous output variables (Evans, 1971; Evans & Walker, 
1972) and used cluster analysis of diagnostic categories for 
purposive aggregation of services (Lave, Lave, & Silverman, 
1972). 

Despite the multiple approaches outlined above, there appears to 
be no satisfactory measure of hospital output according to Lave and 

s 

Lave (i970) . To address this concern, Lave, Lave, and Silverman (1972) 
designed a study to develop cost functions which would take explicit 
account of the multiproduct nature of hospital output without incurring 

multicollinearity problems (M. Feldstein, 1968; Evans & Walker, 1972; 

i 

Evans, 1971). This particular effort seems most relevant o the 
present study in terms of research design and variables selected for 
inclusion as input measures. 

Lave, Lave, and Silverman collected data from 65 Pennsylvania 
host tals during the last half of 1968 and regressed average cost per 
patient day, in ordinary linear fashion against a set of variable 
clusters which represented either an institutional characteristic or a 
diagnostic characteristic. Institutional variables such as hospital 
size, occupancy rate, and teaching status were identified as well as 
variables representing the commonality of diagnosis (percentage of 
patien 3 with the same diagnosis). This study showed that extreme 
multicc .linearity would arise in cost models employing all variables 
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separately, thus, limiting one's ability to generalize on the influence 
of individual explanatory factors. 

Lave et al. noted that Evans, (1971)" .had performed principal 
component analysis to eliminate multicollinearity and form orthogonal- 
.clusters in that study. The problem with this approach was that the 
clusters lost meaning and purppse. Variables in the Lave et al. study 
were clustered by similar regression coefficients thus taking advantage 
of prior information about the relationships among variables. The ^ 
conclusions of the study were as follows: 

1) marginal cost of care was $318.98 or 68% of average cost. 
Jhe marginal cost of an additional day in the hospital was 
$26.09; 

2) economies df 'scale were not significant ; 

3) advanced teaching hospitals and' hospitals in metropolitan 
' areas had much higher costs; 

4) 'hospitals performing complex surgery or treating ' relatively 
large proportions of unusual cases had higher costs. 
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Summary of Research Issues 

A common argument in favor of deinstitutionalization has been the 
belief that community residential facilities are less expensive " than 
public residential facilities. . From several perspectives, this 

/ 

argument remains debatable.. Conley (1973) offered - an economist's 
viewpoint which favored community based programs over institutional 
settings. The General Accounting Office report (1977) reviewed seven 
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studies and reported that five favored community care as a less j 
expensive approach, while two studies reported that costs did not 
differ significantly when a full range of needed services were provided 
in both settings. \ \_ 

The studies that have been completed and reviewed in this paper 
offer results that were rarely comparable across settings or responsive 

to the needs of policy makers • , The timeliness of cost analysis for the 

\ . * ■ 

future direction of deinstitutionalization as a public policy was 

appropriately- stated by Skoier (1978) : 

The cost of not costing is too high to ignore. While 
interest groups compete for public dollars, legislators, 
executives , judges, and government workers must makp 
allocative decisions against a backdrop of inflation, 
proposition 13' s, and a rapidly decreasing tolerance ^ 
for those who would plan and allocate in ignorance* 
■ (p. 2) 

The first step in matching the conclusions of the existing cost 
studies with the projected needs of public policy makers is to identify 
what are the major independent and interdependent sources of cost 
variation. An in: cial list might include resident c haracteristics 
such as age, organizational characteristics such as size, and 
locational factors such as urban or rural location. Findings from the 
literature on costs of residential care for mentally retardei people 
will be supplemented by research resu? 3 from the nursing home 
literature. i 

Resident Characteristics 

Coses may: vary substantially in residential facilities for 
mentally retarded people to the extent that particular residents require 
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more specialized or intensive services (Primrose, 1972; Indiana Depart- 
ment of Mental Health, 1975; Mayeda & Wai, 1975? Jones L Jones, 1976; 
O'Connor & Morris, 1978). This factor may be best illustrated in the 

observation by Sharfstein et al. (1977): 

J 

One recent study of comparative costs (controlled for age, 
sex, and diagnostic differences) incurred bjr patients in 
United States Tublic Health Service Hospitals and in 
. private voluntary hospitals concluded that tne Public 

Health Service Hospitals 1 cost per stay is about one-third 
less than that if private hospitals. Other researchers 

who did not control. for these critical differences in : 

patient characteristics, reported that Public! Health 
i Service Hospitals appear to be more expensive \ than private 
hospitals (p. 30 J \ 

Rates within nursing homes have also been linked with resident charac- 
teristics. In some cases, the characteristic found \to be most crucial 



was "personal affluence." Several researchers have found that insti- 
tutions that care for elderly poor people are inferior whether / 
discussing quantity or quality of care (Anderson, Holitjberg, Schneider, 

& Stone, 1969; Greenwald & Linn, 1971? Kosberg, 19.7 1'; jpenchansky & 

/" ' I 
Taubenh?us, 1965; Townsend, 1964). 



Locational Factors 

— ^ — | 

Environmental factors affect the costs of residential caxre^ 
according to several researchers. Piasecki et al. (1977u found that 

facilities located in rural areas tended to have higher per diem costs. 

Facilities that exhibited greater degrees of compliance with state and 

federal regulations also reported greater operating costs (Levey, 

I 

Ruchlin, Stotsky, Kinloch, & Oppenheim, 1973) in nursing homes. 

i • 1 

Regional differences within the United States have also beeh noted with 



the Southern region operating with the lowest cost (Baumeister , 1970; 
Pijasecki et aL, 1977; Krantz, Bruininks, & Clumpner, 1978; Scheeren- • 
banger, 1978a, 1979) . 

Organizational Characteristics / 

Ownership has received greater research attention within nursing 
home studies than residential facility studies for mentally retarded 
people. Government facilities operated for mentally/ disabled tended to 
operate at higher *i,st levels than proprietary and nonprofit operations 
(Don & Amir, * .-**«ki et al., 1977). Evidence within the 

nursing home Ut, - *e indicates disagreement about the relationship 
between ownership £r.d cost. Anderson et al. (1969) found little 
difference be*-,«s*A nonprofit and proprietary nursing. homes. Gottesman 
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(.972) oonc.V*dkfid that nonprofit facilities were more desirable because 
of greater family financial support, use of volunteers, and greater 

number of donations'. v 

The sociological concomitants of facility size have been thoroughly 
investigated but with inconclusive results. Size| and quality of care 
within nursing homes have been positively related (Anderson, Holmberg, 
Schneider, & Stone, 1969; Beattie & Bullock, 1963), negatively related 
(Linn, 1974; Townsend, 1964), and not related at all (Gottesman, 1974; 
i Levey et al., 1973). A further confounding influence is introduced 
when one considers the size of the living unit rather than the size o2 
the facility as a whole (Goldsmith, 1971; King, Raynes, & Ttzard, 
1971). 
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The economic considerations governing size and cost (shape of the 
average cost curve) have more than academic interest. According to 
Knapp (1978) : 

\ 

The conventional average cost curve has a U-shape 
implying that cost per unit of output initially falls 
as output increases as a" result of economies" in the 
, ^use of fixed equipment (kitchen ,' laundry) and specialized 
staff (occupational therapy r medical staff) and bulk 
buying of supplies. Eventually the curve rises again due 
to the strain of overuse of equipment and building sV. . 
increasing maintenance costs and difficulties encountered 
in the administration of residential services. In \v 
contrast with the U-shaped curve of residential facilities,. \. 
manufacturers and industries report an L-shaped curve of 
average costs that do not rise once a minimum level of 
cost is reached. (p. 32) 

Within the nursing home domain , debate also continues about the 
tradeoffs among size,, cost, and benefits. Stotsky (1970) favored 
smaller facilities because of efficiency, home-like conditions, 
personal attention, and greater congruency with resident needs. In 
contrast, he felt that larger institutions tended to be dehumanizing 
and depersonalizing. Kosberg (1974) viewed smaller facilities as void 
of treatment resources and professional staff, on the verge of bank- 
ruptcy, and had administrators who were ill-trained for their positions. 
Larger facilities, on the other hand, had greater resources, more pro- 
fessional staff, greater cash flow, Wnd provided resources that smaller 

facilities could not. Kosberg (1974 )\ cautioned that the expertise 

\ 

within larger facilities could be lost if the staff members were too 
far removed from the residents. 

Size has" been viewed as a single determinant of cost and as an 
important mediating variable for other factors which influence cost 



variation- The former relationship was tested by Baker, Seltzer, and 
Seltzer (1977) - The authors found that smaller group homes for 6-10 
mentally retarded residents were twice as expensive as larger group 
homes serving 21-40 residents- Other researchers have proposed that 
size affected staffing patterns which affected cost variation (Peat, 
Marwick, Mitchell. & Co., 1976 ; Piasecki et al., 1977; O'Connor & 
Morris, 1978) . 

The inconclusive evidence relating size of residential facilities 
to cost is matched by similar results in hospital cost studies- Berki 
(1972) best summarizes the current state of thought about economy of 
- scale: 

. What are the shapes of the short run and long run cost 
• functions of hospitals? Are there economies of scale? 
The answer from the literature is clear: "The exact 
general form of the function is unimportant" (Feldstein, 
1967, p- 133) but "whatever "its exact shape" (Ingbar & 
Taylor, 1968,, p- 107), and depending on the methodologies 
and definitions used, economies of scale may exist, may 
not exist, or do not exist, but in any case, according 
to theory, they ought to exist. (p. 115) 

In summary, there appears to be evidence that several variables 
can cause variations in cost. For purposes of this study, the 
variables assessed in relationship to cost of residential services, have 
been divided into three major categories— locational factors, 
organizational factors, and resident factors. An adequate understanding 
of cost of residential services depends upon detailed analysis of all 
three domains. 
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Hi; METHODOLOGY 



Previous cost' studies in the area of residential services for 
Mentally retarded people have typically suffered from three- major weak- 
nesses. First, the scope, of previous studies was restricted to 

localities within states or sites within several states^ National 

! 

patterns have been reported only in the area of capital budgets. 
Second, the methodology of previous studies, usually depended upon mail 
questionnaires, inspection of secondary records, or onsite visits, 
while combinations of various survey methods have not been employed. 
Third, previous studies have assessed concurrent information on a very 
limited number of attributes of the residents, organizational structure, 
and locational factors. 

The design and methodology of the present study attempts to over- 
come each of these three limitations. First, the scope of the present 
study is national. Second, onsite visits in combination with a self 
report questionnaire and telephone followup ensured high response rates 
on survey items and more extensive verification of data than a single 
approach. Third, the present study was conducted as part of a larger, 
comprehensive in-depth study of residential facilities and the mentally 
retarded people who live in them. Information was collected on 

facility practices, staffing patterns, and policies related to 

\ ! 

residents . 



74 ; 

A complete* description of the methodology employed in the 1978-1979 
in-depth interview study of community andpublic residential facilities 
is published elsewhere (Hauber, Bruininks r Wieck, Sigford, & Hifll, 1980). 
This study was, conducted in collaboration with the Survey Research 
Center , University of Michigan. 

Sample 

Public Residential Facilities ^ 

In 1977 r Dr. Richard C. Scheerenberger conducted a survey of 263 
public residential facilities in the United States that met the 
following definition: 

A state sponsored and administered facility which offered 
comprehensive programming on a 24-hour ,\ 7 days-a-week 
basis as of" June 30, 1977. (1978a, p. 2) 

This survey was conducted in cooperation with the University of 

Minnesota Developmental Disabilities Projection Residential 

Services and Community Adjustment. A data tape of the results of this 

survey was supplied to Dr. Irene Hess, Director of the Sampling Section 

of the Survey Research Center at the University of Michigan. A two 

stage probability sample was used to saiaple approximately 80 i public 

residential facilities which would represent all size categories and 

geographic regions in the United States. Six size classes were 

selected for sampling purposes. According to Hess (1979a), the 

selection of facilities was made proportionate to the number of mentally 

retarded residents served in the facilities: . 

There were approximately 152/, 000 mentally retarded 
residents in public facilities in 1977. If 80 selections 
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June 30, 1977, with the exception of: (?) single family 
homes providing services to a relative; Id) nursing 
homes, boarding homes, and foster homes that are not 
formally state, licensed or contracted as mental retar- 
dation service providers; and (c) independent living 
r apartment) programs which have no staff residing in the 
same facility. (Sruininks,. Hauber, & Kudla, 1979, p. 11). 

The appropriate data were again supplied to Dr. Irene Hess who sampled ' 

r 

facilities according to size class and geographic region. Fourteen 

sampling categories were selected in order to represent the broad range 

of facilities as presented in Appendix A (Table A.2). Hess (1979b) 

noted wide differences between the two groups of facilities: 

Immediately our- attention is drawn to < the striking 
differences in facility size between public and community 
facilities. Nearly 95 percent of community facilities and 
60 percent of their residents are ^J,n^.ess-than-50 residents 
classes, while it may be recall^ that about nine percent 
of public facilities and- only one-half of one percent of 
their residents were reported to be in- the less-than-50 
residents class.- The size classes defined for public 
facilities are quite inappropriate for community facility - 
stratification. (p. 1) 

The. sampling criteria varied with the size classes as shown in 
Appendix A (Table A.3) . For example, facilities serving 200 or more 
residents were included with - certainty while facilities with one, two, 
or three residents were sampled at a rate of 1:58. Of the six largest 
facilities '(those with 400 or more residents), only one "facility agreed 
to participate. After several extra efforts -were made to solicit 
cooperation from these nonparticipating facilities, the project staff 
decided to keep the one facility in the study, make no adjustment for 
nonresponse from these large facilities, and report that the largest 



facilities are underrepresented. 
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are to be made, there, should be one sample facility for 
every 152,000/80 or 1,900 residents. However, there can . 
be some gains in precision if every facility with 1,900 
•or more residents is included with certainty. Also, it 
was desirable to include with certainty some of the large 
facilities that had .somewhat fewer than 1,900 residents. 
A convenient breaking point between certainty and non- 
certainty selections was 1,600, and the 14 facilities with 
1,600 or more residents were included with certainty. 
, There remained_249 facilities with 122,703 residents. 
Those -estimates were adjusted downward to 121,856 which 
contains 1,904 exactly 64 times. S ixty- four b^e came the 
number of noncertainty selections to be made, one 
selection for each 1,904 estimated residents. 

"To distribute 64 selections across four regions and five 
size classes required the use of the probability sampling 
technique of controlled selection. 

During the data collection period, six of the sample 
facilities were unable to participate. Substitutions from , 
the same size and geographic classes were made for three 
early Refusals. To adjust for the remaining three non- 
participating facilities, a double weight has. been 
assigned to three participating facilities of similar 
■characteristics. (pp. 3-4) 

Appendix A (Table A.l) presents the distribution of the total, 
sample of 78 facilities, 14 certainty and 62 noncertainty selections, 
by size class and region of ^the United States. 

3 Community Residential Facilities 

in 1977 a national > ma.il census was undertaken by the Developmental 
Disabilities Project on. Residential Services and Community Adjustment 
at the University of Minnesota. A total of 4,427 community residential 
facilities which met the following definition participated in the survey 
and comprised the sampling frame: 

Any community-based living quarterns) which provides 
24-hour, 7 days-a-week responsibility for room, board, 
and supervision of mentally retarded persons as of 
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Survey Instrument 

V * 

A three-page questionnaire was designed to assess both 'the sources and 
amounts of revenue and* the general patterns of expenses of residential 
facilities. The format of the self-report questionnaire, was patterned 
after an income statement that shows changes that have occurred in the 
income position of an organization during a specific period o'f time. 
Gross "(1978) identified several positive features of an income state- 
ment format including: a) the advantage of providing a profile, of the 
costs associated with running the organization, b) the advantage of 
comparing income and expenses simultaneously, and^ c) the advantage 
of providing the contributors of resources (government agencies) with 
information about the use of resources by the providers of the service 
(p. 43). 

The development of the financial Questionnaire occurred over 
several months. Table 3.1 presents an outline of the stages of develop- 
ment of- the survey* instrument. 

After reviewing several existing instruments, questions were 
selected from several sources. Table 3.2 presents a profile of the 
financial questionnaire items by source. Several concepts were 
important in • developing , the instrument and are defined below. 

1. Cost: The title of this thesis includes the term cost. In 
common usage cost is most often used to mean expired costs which, by 
definition, are expenses. By standard definition, however, cost means 
the totality of relevant resources {expired and unexpired) used to 
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Table 3.1 

^Stages of Development of Financial Questionnaire 



Stage 



Activity 



Time Line 



#1 Project staff members reviewed the literature to 
compile a set of research questions. 

#2 Goal analysis survey of project staff and a panel 
of 30 national experts in the field of residential 
servicer.. 

vTwo research issues emerged' from the goal analysis 
survey as very important: 
- 1) What are the sources and conditions for receiving 
the facility's program income, including services to 
particular residents? 

2) What are the objects, purposes, amounts, and 
conditions of the facility's expenditures? 

\ 

The rating scale ranged from l-'3 with 3 as the 
most important and easily obtainable. 

Issue #1 received a rating of 2.5 on importance 
and 2.1 on feasibility. 

Issue #2 received a rating of 2.3 on importance 
and l.B on feasibility. 

#3 Several sources were consulted in. developing the 

questionnaire, including: Conley, 1973; D.D. Office, 
Survey of Public Institutions for the Mentally 
Retarded; NIMH Annual Census of Patient Character- 
istics; Social Security Administration, Survey of 
Institutionalized Persons; Scheerenberger , National 
Survey of Public Residential Facilities; National 
Center for Health Statistics, Nursing Home Survey. 
' Professor Laird Heal of the University" of Illinois 
was also consulted. 

n From this review, a' very abbreviated^ form was 
developed to assess the total operating costs and 
the total sources of revenue. This short interview 
consisting of two .questions was pretested during 
June, 1978 in several field sites. 



January- 
July 1977 

July 1977- 
january 1978 



April- 
June 1978 



/ 

/ 
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Table 3.1 (continued) 
Stages of Development of Financial Questionnaire 



Activity Time Line 



Stage 

#4 The financial questionnaire did not adequately June 1978 

handle the concerns and research issues. The 
- administrative interviews were too long during the 
field test and r.ad to be cut to one hour. The 
respondent was unable to handle the questions about 
finances and the interviewers reported feeling uneasy 
about handling financial "questions. 

At this time it was decided to forego an interview and 
to substitute a self report questionnaire to be com- 
pleted by the fiscal agent of the facility. Thus, the • 
questionnaire could be completed separately from the • 
interviewing time enabling the fiscal agent to com- 
plete the questionnaire at his/her own convenience. / 

A- new questionnaire was fashioned based upon the 
previous work in Stages #1-4. This form was tested in 
Minnesota on two public facilities and three community 
facilities. 

The content of' the questionnaire had to include 
questions 'about the budget year or reported time 
period; the sources of revenue by general category of 
government or other contributor; the expenses by 
general breakdown of personnel, capital, and all other 
expenses; the rent, market value or appraised value; 
"the land area or lot size; the value of furnishings; . \ 
the per diem charge; and general questions about the 
provision of day programs in the operating expenses. 

#5 The second pretest was scheduled by the University of July 1978 
Michigan for July, 1978. The financial questionnaire 
was included for testing in several sites. A 
separate building inventory was also field tested. 
' Because of the expressed difficulty of several family 
operators with this questionnaire, an alternative form 
was developed and included in the interview booklet 
(Appendix -C) . After minor modifications and the 
refinement of definitions, the final version of c the 
questionnaire was completed in September, 15 78. A 
copy of .the final questionnaire, is provided in 

Appendix B. 
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Financial .tyksfttionnaire Uceu» 



Heal dull 
questionnaire 
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Sourcei of Revenue- 



1. Federal aourcet 

2. State aooice* • 

]. Regional source! » - 

4. County tourcei ......... 

5. Other government . 

C Support (ro« residents or faaily 

(SSI) . . 

7. Donation* or contribution! . > . 

8. foul revenue IBM?) 



Survey ut I'ublic 

lll^t I tut tUtltt 

llHItK 1970) 



Survey ol 

iHbUl.Ut lulldllled 



Survey of I'kis 
|5ilieerenben|u, 



Nufsnh| Ho** 
Survey INCUS, 
Mi,) 



X 

X f 
X 



X 

X . 



Eipentet 



1. Total payroll 

2. Total payroll taiei . 

J. foul fringee 

4. Capital expenaei for 

a) furniture/fixtures 

b) equipMnt 

c) bulidingi 

d) leasehold improvements 
•) land 

5. foul capital expenses 

t. All othtr expenses (nonpereonnel 

and noncapital) . ♦ . ' 

7. total upanaai (11,15,86) . . . . 



Othtr Questions 

1, Average par diet (charge) . 

2. Average par diea (ooit) . . 
h bpenaes co^artd; to income 
4. Capiul tsptnata compered to 

typical year . 

5- figures (or MA only? ... 

6- What ptrcinU9« of eipenses day 
services and programs? • 

7. K ranted, total rant > . 

8. Appraised valua of land/building 

9. Market value of land/building . 
, 10. Market value of furnishings . 

11. Expenses for repelr/miintenance 
t. 12. Land area Ucrei/lot tite) . , 
1). Profit/nonprofit/family owned . 



ERLC 



4 . • 



, 81- . . 

produce or acquire specific goods or services. Cost is measured by the 
amount of cash^paid for the property or services exchanged. 

2. Expense/ expired cost : The amount of resources consumed during 
a specific period of time, 

3- Asset/unexpired cost : Costs not consumed during the accounting 
period that are, therefore, available for future use (e.g., prepaid 
insurance of building/equipments) (National Institute of Mental Health, 
1980, p. 35) . 

4. Revenue ; The amcunt received or to be received from the . 
customer for the goods or services which the entity is supplying him 
(Burns & Hendrickson, 1972 ,\ p. 96) .' ; 



5. Personnel expense : ^ Salaries, wages, and fringe benefits of 

/ ,\. . 

persons employed by the organization. 

■ \ 

6. Capital expenses : Costs for improvements , including costs for 

\ f 
long-term capital additions^or. benefits which are distributed over time. 

V I \ . 

7. Operating expenses : , Supplies, articles, an|d materials con- 
sumed and distinguishable from equipment or other long-lived assets by 

i 

i /. 

being consumed within an accounting period. 

8. Per diem charge : The per- day per person charged for' a 

■ i ' 

resident to live in this facility. This figure might also be known 
as the reimbursement rate. 

. 9. Per diem cost : The per day per person cost for a resident to 
live in this facility. The cost may exceed the rate of reimbursement' 
or charge. 
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10. Fixed' cost : Costs incurred regardless of the level of output 
such as rent, wages and salaries of some .typ.es of labor, some 

j^tilitiesr and some maintenance. 

11. Variable cost : Costs which vary with the level of output such 

as supplies, food, some utilities, and some wages and salaries. 
Variable costs can be varied by management decisions "in the short run." 
:l . 12. Direct expenses : Costs directly traceable to a particular 
program, department, product or function. j 
* • 13 Indirect expenses : Costs "not directly traceable, to a j 

T - : * . | . 

particular program or product. They are expenses incurred as_ a 
general result of being in existence J presumably benefit all j 
particular programs or products within the- enterprise. 

The survey instrument presented In Appendix B should be con- 
sidered as a gross measure of a facility's financial status. As 
described in Table 3.1, the financial questionnaire was designed to 
assess patterns of revenue and expenditures for a one-year time period 
to -coincide with data collected' from other survey instruments. Based 
on field testing results, the instrument was kept very brief in 
recognition of the respondents' limited time and resources as well as 
to encourage 100% completion of all items. All of these factors 
precluded the development of a longer, more detailed questionnaire 
which would have spanned several reporting periods. 

The first section of 1 ' the financial questionnaire assesses the 
sources of revenue. For purposes of this study, revenue was divided 
into three sources: a) revenue generated from government sources such 
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as federal,, state, regional, and county levels; b) revenue generated 
from the families of mentally retarded residents or the residents them- 
selves; and . c) revenue from contributions, donations, and all other 
sources. 

Respondents were asked. to specify the source of revenue by level. of 
government, such as "federal ," "state, " or "county." In several 
instances, the names of specific programs were cited such as Title XX. 
Pre-editing of questionnaires recoded the mentioned source into one of 
the government categories. All money flowed through the state and was 
listed as such by the respondent. 

The second category of revenue is the income from family and 
resident payments. Developmentally disabled individuals may receive 
assistance from Social Security or Supplemental Security Income (SSI) 
to, pay for room, beard, and related services. Families may also pay 

private tuition or a portion of .the cost of care. 

c, v 

The last category of other contributions includes such sources of 
revenue as United Way, donations from philanthropic organizations, and 
other fund raisers. No attempt was made to have respondents estimate 
the in-kind donations of volunteer help because of difficulty in placing 
a dollar amount on such contributions. ^ 

The second section of the financial questionnaire contained 
questions relating to expenses including personnel expenses, capital 
expenses, and operating expenses. 

A potential source of error in. completing the revenue section of 
the survey stems from the nature of reimbursement for providing 



^residential services. A facility may not be able to identify and trace 
the' exact sources of funds beyond the primary source of revenue. As 
a result, the state contributions to a facility may be overestimated, 
and the federal share may be underestimated. 

The second section of the questionnaire was concerned with the 
breakdown of expenses by three categories: a) personnel, b) capital, 
and c) all other expenses. 

Respondents were asked to list the total payroll expenses as well 
as the amount of money spent on payroll taxes and fringe benefits. 
Capital, expenses were subdivided into the categories of furniture and 
fixtures, equipment, buildings, leasehold improvements, and land. All 
other expenses and the total operating expenses rounded out the 
remainder of this section. In conjunction with the total operating 
expenses, respondents were. asked to provide the per diem rates, a 
common term in residential care. There were two types of per diems 
ascertained: a) the per day per person reimbursement rate from a 

- government source,; and b) the per day per person cost based on the 
total operating expenses divided by the total number of resident days 
(number of residents x 365 days) .' v 

An obvious limitation of- the questions contained-in this second — 
section was the failure to determine whether capital assets were 
depreciated, whether these assets were included in ' the. per diem rates, 
-and the historical patterns of capital outlays. 

The third and final section of the instrument contained a set of 
general questions regarding the value of capital investments. Based 
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on pretesting, it was known that respondents had to rely upon estimates 
in placing a dollar value on land, buildings, and furnishings. The 
questions were structured to determine rent, appraised value, or 
estimated market value of land and buildings. Other questions assessed 
the value of furnishings and ev\.\i jaent and the total number of acres 
or square feet owned by the facility. 

v 

Procedures 

A total of 11 instruments were used during the overall in-depth • 
interview study of facilities and residents- The financial forms and. 
materials used for this study were part of the materials listed in 
Table 3.3 and /Table 3.4. All survey forms, cover letters, abstracts, 
phone scripts, and interviewer manuals were developed by the project 
staff at the University of Minnesota between January 1, .1978 and 
September 1, 1978. Field testing occurred within facilities in Canada 
in June, 1978 and in the United States at several facilities in July, 
1978 as documented in Table 3.1. 

The actual interviews were conducted between September, 1978 and 
April, 1979i at 236 facilities. Trained interviewers from, the Survey 
Research "Center" of the UnivelTsity of Michigan conducted the onsite 
interviews under the supervision of the field office at Ann Arbor. The 

project staff at the University of Minnesota collaborated with the 

7 

University of Michigan in ensuring quality control in conducting the 
study. Step by step procedures were developed by the' University of 
Minnesota staff in guiding the interviewers through the visit. ' Training 

. / 110 ' 
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Table 3.3 

Data Cbllection Forms Used in National Sample Survey: Facility Forms 



Item 



Completion 
Method 



Completed 

by 



Purpose 



Cover Sheet 
Facility Admin, 



Interviewer 



Names of facility & 
respondents. Date- & 
time oZ interview 



Facility 
Admin. 

Questionnaire 



Building 
Description 
Sheets 
Torms A & B 

Show cards 
for Facility 
Admin.. 

Questionnaire 

Finanbial 
"Questionnaire 



Interview 



Interviewer 



Letter to* 

Financial 

Officer 

Release of 
-information 
for Financial 
Questionnaire % 

Staff Compo- 
sition Sheet 
(Pub. & Comm.) 



Staff Separa- 
tions (Pub. 
Facilities) 



Usually self- 
administered 



Self- 
administered 



Self- 

-administered 



Self- ,- 
administered 



Self- 
administered 



Facility 
Administrative 
Staff * 



Facility 
Accountant or 
other, person 
responsible 
for finances 



Characteristics & 
information on 
policies , procedures , 
plans, etc.- of facility 

Number of total build- 
ings. Specific infor- 
mation, on residential 
buildings. 

Visual aids 



Facility 

Admin is trat or — 



Facility 
Administrative 

Staff 



Facility 

Administrative 

Staff 



Sources .of. income, 
expenditures , general 
financial information 



Introduce Financial 
Questionnaire to 
Finance Officer- 
Authorizes accountant 

to„jc6mplete'_f inancial 

' que s t i onria i r 

\; • 

To collect- information 
on types 6f "stsCff 
employed j especially; 
direct ckre staff .'• 

To. collect detailed 
information on staff 
turnover for one-month 
period. 
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Table 3.4 



Data. Collection Forms Used in- National Sample Survey: Resident Forms 



Instrument 



Completion 
Method 



Completed' 

by 



Purpose 



Respondent 

Determination 

Sheet 

Release of 

Information 

Forms 

Personal 

Record 

Sheet 



Cover Sheets- 
Care Personnel 
Que s t ionna i re 

Car.e Personnel 
Questionnaire u 



Respondent 
Booklet , 

Behavior 

Description 

Booklet 



Ask knowledge 
able adminis- 
trative staff 



Interviewer 



Self- 
administered 
or interview 



Interview Care 
Personnel for 
each selected 
resident 



Care Personnel 
Self- 
administered 
Booklet 



Self- 
administered 



Self- 
administered 



To be signed 
by parent or 
guardian 

Care Personnel 
or interviewer 
or staff with . 
access to. 
records 

Usually the 
interviewer 



Interviewer 



Care Personnel 
Respondent 



Care Personnel 



Selection of Direct 
Care Staff member to be 
interviewed 

To authorize infor- 
mation from records 



To collect basic . 
demographic information 
on selected resident 



Gives names of ' selected 
residents and care 
person respondents 

Characteristics of 
resident, day program, 
services, behavior- 
problems 

Visual Aids for Care 
Personnel Questionnaire 

To collect adaptive 
behavior description, 
for each selected 
resident 



"job satisfaction scale 
and selected items 
about facility 
practices 
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materials were also provided by the Minnesota staff to assure 

i • 
standardized procedures in handling each interview. In addition, two 

comprehensive (236 page) interviewer manuals were developed separately 
for the public and community facilities. 

Interviewers from the Survey Research Center usually conducted a 
pre-visit to the facility to present an overview of the survey 
\ instruments, establish a work plan, and set time lines for completion 

of tasks. At this pre-visit, the most appreciate fiscal agent of the 
\ facility was selected to complete the financial questionnaire. Whenever 
.'possible, the. financial questionnaire was assigned as quickly as 
'•possible to allow the respondent time to complete work on the questions. 
Any problems related to the completion of the financial questionnaire 
' .were handled directly 'by the project staff at the University of 

-Minnesota. .Interviewers were responsible for picking up the completed 
questionnaires and transmitting ; them to -the Field Office at Ann Arbor. 
.--. Almost all accountants/ bookkeepers, and business managers cooperated 
.,ful-ly and completed'' the -questionnaires with no problems. ^ 
»•> ; ^The" codebooks and training .materials for coders were also 

•developed by the Minnesota staff. All editing of questionnaires was 
. completed by the project staff on frequent visits to Michigan. All 
telephone follow-up work was conducted by the project staff. A com- 
plete description of the editing, coding, and 'follow-up procedure? i«. 
described elsewhere /(Hauber, Bruininks, Wieck/ Sigford, ■ fi Hill, 1980). r. 



89 

Editing and Preparation of Data 

One source of potential error occurs in the recording, coding, and 

I . - • 

handling of data. Verification of financial data occurred in a 

systematic process over several months. The recording, coding, and up- 
dated corrections \>f financial variables were handled on an item by , 



item basis (100% check) at least six times during July, 1979 through 
June, 1980. Special checks on 100% of the data were made to determine 
valid zeroes from missing data. 

V 

Survey respondents invariably do not answer all questions. lAy 
order to make' population estimates of the financial information pfp-X^ 
vided by the . sample respondents, missing values were imputed. At the 
suggestion of the Sampling Section of tl^e University of Michigan, ' 
estimated, values were supplied based upon the avenge value of that 
item .matched for Census region and size of facility. r 

- In. a few instances, some facilities did not participate in the 
study. Adjustment for facility nohresponse occurred as part of the 
weighting "procedures for population estimates based on disproportionate 
stratified samples. The weight assigned to a facility was the 
';. reciprocal of the probability of that facility's selection in the 
sample. Reciprocal weights were assigned \by the Sampling Section of 
the Survey. Research Center. 

The population figures presented in s Chapter IV represent estimates 
of the true revenues ; expenses, and capital investments of public and 
community residential facilities.. All estimate? have been tounded of f 
to the thousand dollar place. Appendix D contains the sampling errors ■ 
for specific population estimates. 



IV. RESULTS 

Results will be presented in the same order as the study 
objectives. First, revenues, expenses, and capital investments will be 
presented for public residential facilities, community residential 
facilities,- and combined groups. Second, analysis of per diem rates by 
selected organizational factors will be presented to fcesfc stated 
hypotheses. -Third, cost function analyses are presented of multiple 
factors that may influence per diem cost rates. 

Descriptive Analysis 

.- • * - . ' 

The total revenue for public residential facilities (PRF) during 
1977-1978 is presented in Table 4.1 and totals $2.63 billion. Govern- 
ment-sources account for 98% of the PRF.- revenue or $2.57 billion. The 
single largest contributor to public residential facilities is state 
support which totaled over $l,9_Lbillion ; . Federal and family support 
may be. underestimated due to the inability- of respondents to separate 
Vand'identify those sources fromr state appropriations. Counties and 
Vegions were, identified as contributing the least amount of money to . 
public residential facilities. , . 

\ • . ' i 

\ Table 4-2 presents the total revenue for community residential 
facilities in 1977-1978.' In contrast with the total revenue of $2.53 
billion for, PREs , the total revenue fore CRTs was sifgnificantly less at . 
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Total Revenue of PRFs in United States in 1977-1978 
(U.S. Probability Sample, 1978-1979, ,100% Reporting) 
Population Estimates ' 



Source — — 


Dollars 


% Total 


lOtal oOVejuluiicii u 


$2,570,000,000 


98% 


/ 

Federal 
State 


642,200,000 
1,923,376,000 




Region 

County .... 
Other (Government source not specified) 


• 14,000 
' 4,410,000 




Total Resident/Family 


43,000,000 


2% 


Total Donations < 


13,600,000 


< 1% 






U.S. Total Revenues - 


$2,626,600,000 


100% 



Table 4/2 



Total Revenue of CRFs in United' States , in 1977-1978 
(U.S. Probability Sample, 1978-1979, 100% Reporting) 
•Population Estimates 



Source , . — 


Dollars 


% Total 


s v 

Total Government. *- 


$350,565,000 


72% 


Federal 
State / 
a Region 
County • 

Other (Government source .not specified) 


125,147,900 
120,409,900 
.9, 402, '000 

26,168,400 . 

69,436,800 




Total Resident/Family 


, 93,095,000 


19% 


Total Donations , 


40,386,000 


9% 


U.S. Total Revenues '' 


$484,046,000- 


100% 
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$484 million. However, the number of mentally retarded residents in 
PRFs totaled 151,972 and the number of residents in CRFs totaled 
62,397 of of June 30, 1977. 

Although government sources comprised a large proportion of 
revenue (72%), the proportion of resident and family contributions as 
well as donations were appreciably higher in CRFs than in PRFs. The 
relative dollar amounts from each source were more equally divided in 
CRFs: federal sources ($125 million), state ($120 million), county 
($26 million) , other government sources ($69 million) , resident/family 
($93 million), and total donations ($40 million). " 

The population estimate of combined revenue for CRFs and PRFs is 
presented in Table 4.3. In 1977-1978, the total revenue received by 
public and community residential facilities equalled $3.11 billion. 
Government sources accounted for 94%, of that total ($2.9 billion) while 
resident/family contributions were 4% of the total ($136 million) and 
donations equalled 2% or -$54 million., 

providing residential care to mentally-retarded people is a labor 
intensive industry that requires 24-hour supervision of- varying . 
intensity. The personnel costs of public residential facilities 
reflect the size and type of resident served (75%- are severely or /.. 
profoundly mentally retarded (Scheerenberger, ■ 1978a.) . Table 4.4 , 
summarizes the^expenses for public residential facilities. The pay- 
roll expenses of public residential. facilities totaled $2,165 billion 
or 79% of the total expenses. Of that amount payroll taxes equalled 
9% or $186 million and. fringe benefits totaled $230 million or 11*.. 
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Table 4.3 

Total Revenue of PRFs and CRFs in United States in 1977-1978 
(U.S. Probability Sample, 1978-1979/ 100% Reporting) 
■ Population Estimates 



Source 




% Total 


Total CjOveXTiinenu 


$2,920,565,000 


94% 


Federal 

State 

Region 

County „ 

Other (Government source not specified) 


767,347,000 
2,043,785,900 
9,402,000 
26,169,800 
73,846,800 




Total Resident/Family (SSI) 


„ 136,095,000 


4% 


Total -Donations 


53,986,000 


2% 


U.S. Total Revenues 


$3,110,646,000 ; 


' 100% 



Other operating expenses such as transportation, food, resident 
.training, staff training, and consumable supplies accounted for 16% of 
expenses or $428 million. Capital expenses such as furniture and 
equipment totaled $142 million or 5% of the total expenses of $2.7 
billion. 

Personnel expenses in community residential facilities consumed 
.52% of the $518 million total expenses or $268 million. As shown in 
Table 4.5 the proportion of money (52%) was considerably less than the 
proportion spent in PRFs for personnel" (79%) . In the several "family . 
run" facilities personnel expenses are extremeiy low since there is no 
formal payment of salaries or fringe benefits. Community' residential 
facilities, on' the Whole, are much smaller, have fewer staff members, 
and do not employ specialists to provide day and support, services . 
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. Sable 4.4 

Total Expenses of PRFs in United States in. 1977-1978 
(U.S. Probability Sample, 1978-1979, 100% Reporting) 
Population Estimates 



Type 


i 


Dollars 


% Total 


Total Payroll 

Total Payroll Taxes 
Total Fringe Benefits 




$2,165,378,000 
185,942,000 
229,729,000 


79% 


Total Capital Expenses 
Furniture & Fixtures 
Equipment 
Buildings 

Leasehold Improvements 
Land 


• 


141,972,000 
11,239,000 
21,803,000 • 
93,647,000 
13,891,000 
1,492,000 


5% 


Total All Other Expenses 




428,160,000' 


.16% 


U.S. Total Expenses 




•$2,735,510,000 


100% 




Table 4.5 




- 


V^^total Expenses of CRFs in United~States in ,1977-1978 
• (Jb.S. Probability Sample, 1978-1979, 100% Reporting) 
. k 1 y - Population Estimates 

■ * 




Type 4 


-/ 

. . • / - 


Dollars 


% Total. 


Total Payroll . 

Total. Payroll Taxes 
Total Fringe Benefits 


• / 

■■/■ ■ ■ 

/ ' 

/ 

7 


. $267,605,000 

19,698,000 . 
, 11,146,000 


52% 


Total -Capital; Expenses 
Furniture .& Fixtures 
Equipment 

Buildings . . 
Leasehold Improvements 
Land ^ 


59,989,000 
12/422,000 
.4,972,000 
35., 865,000 
'' 3, 055*, 000 
3,675,000 


12% 


Total All Other Expenses , 




193,521,000 


36% 


U.S.. Total Expenses 




$517,815,000- 


100%. 



Payroll taxes and fringe benefits were considerably less (11% or $30.7 

million), when. compared to the proportion of these expenses in PRFs 

• • • \ 

(20% or $314 million) . 

Other operating expenses such as transportation, food, and con- 
sumable supplies accounted for 36% of the total expenses ($194 million) 
of coiUunity residential facilities. -Capital expenses. for furniture, 
equipment, and remodeling totaled $60 million or the remaining 12% of 

•the total expenses. . 

Table 4.6 shows the combined total expenses of PRFs- and CRFs. The 
total expenses of $3.25 billion are greater than the total revenue of 
; $3. 11 billion in Table 4.3. The difference between revenue and expenses, 
represents approximately a 4% deficit spending level . The difference 
of $14 million may be due to three/causes: a) rounding errors, 
b) nonprofit facilities tend to run at deficit levels while proprietary 
facilities tend, to operate with , a profit margin due to the implicit 
costs of personnel rather than the direct expenses of salaries for the 
proprietor, and ' c) the dominant form of payment for residential 
services is reimbursement' by third party payers after care is rendered 
(Johns,, Chapman, fi Raphael, 1976). This method may allow reimbursement 
of service providers for costs incurred with payments rendered after- 
the accounting..period has ended. The combination ■ of paying for costs 
incurred as well as lag- in. reimbursement time may account for the 
majority of the $14 million. Personnel expenses ($2.4 billion) account 
for 75% of the'total expenses, of $3.25 billion. All other operating 
expenses ($622 million) total 19% of the total, followed by capital - 
^ expenses ($202 million) . 

' - - • ' 3 a 120 
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Table 4.6 



Total Expenses of PRFs and CRFs in United States in 1977-1978 
(U.S. Probability Sample, 1978-1979, 100% Reporting) 
Population Estimates 



Type 


Dollars 


% Total 


Total Payroll 


:$2, 432, 983, 000 


75% 


Total Payroll Taxes 
Total Fringe Benefits 


■ 205,640,000 
240,875,000 




Total Capital Expenses 


• 201,961,000 


6% 


Furniture & Fixtures 

Equipment 

Buildings 

Leiasehold Improvements 
Land 


23,661,000 
26,775,000, 

129,512,000 
16,946,000 

■ . 5,167,000 




Total All Other Expenses 


'621,681,000 . 


-19% 


U.S* Total Expenses 


$3,253,3257000 


100% 


One of the most difficult questions posed to respondents 


was an 


estimated appraised value of land/ 


buildings, and equipment. 


Placing 



a price on buildings that are specially constructed facilities or which 
may be built over several years of a facility" s -operation has perplexed 
several researchers in the past. Given the various assumptions and 



estimates made by survey respondents, Tables 4,7, 4.8, and 4.9 present 
the best indications of capital investments. ! 

For public residential facilities, the total appraised value of 
land and buildings totaled $4.01 billion, the value of furnishings was 
approximately 11% of that figure or '$439 million. Annual maintenance 
expenses for capital items were estimated at. $40 million for PRFs in 



12* 

V JL 



98- 



Table 4.7 

Total Value of Capital investments for PRFs 
\ -c in United, States in 1977-1978 

(U.S. Probability Sample, 1978-1979, 100% Reporting) 
Population Estimates 





Dollars 


Type ' — — — 

Total Appraised Value of Land & Buildings 
Total Value of Furnishings 
Total Maintenance Expenses 

Total Number "of Acres ; . — 


$4,009,360,000 
439,277,000 
39,609,000 

12,359 acres 



Table 4.8 



Total Value of Capital Investments for CRFs 
in United States in 1977-1978 
(U.S. Probability Sample, 1978-1979, 100% Reporting) 



Dollars 


Total 
Total 
Total 
Total 


Appraised Value of Land & Buildings 
Value of Furnishings 
Maintenance Expenses 

Number of Acres 


$1,289,630,000 
136,793,000 
11,792,000 
3,441 acres 



Table 4.9 



Total Value of Capital Investments for PRFs and CRFs 

in United States in 1977-1978 
(U.S. Probability Sample, 1978-1979, 100% Reporting) 





Dollars 


T^pe ; : , 

Total Appraised Value of Land & Buildings 
Total Value of Furnishings 
Total Maintenance Expenses 

Total Number of Acres . 


$5,299,000 lf 000 
576,071,000 
51,401,000 
' 15,801 acres 
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1977-1978. The total number of acres held by PRFs was approximately 

r ' 

12,359. 

Capital investments are considerably less for CRFs than PRFs as 
shown in Table 4.5. The appraised value of land and buildings was 
$1.29 billion, with furnishings totaling $137 million. Maintenance 
expenses totaled $11.8 million and the total number of acres held by 
CRFs was approximately 3,441. - 

The total value of capital investments for all PRFs and CRFs was 
$5.3 billion as shown iiyTable 4.9. The total value of furnishings was 
$576 million and the total maintenance expenses were $51 million. 

Approximately 15,801 acres are held by public and community residential 

« 

facilities* 

Respondents were asked to give both the per day per person reim- 
bursement rate and the per day per person cost of residential care. 
Table 4.10 presents a breakdown of per diem reimbursement rates and 
per diem cost rates-. In most cases the reimbursement rate reported by 
public. residential facilities was $2.00 - $3.00 less than the cost 
rate. Community residential facilities differed by $1.00 - $2.00 
between the charge and cost rates- Per diem reimbursement rates are 
also presented by facility size categories. Public residential 
facilities with fewer than 500 residents reported the highest per diem 
of $60.05- Lower per diems were reported for larger facilities: 
$41.68 for facilities with 500-999 residents, $47.81 for facilities 
with 1,000-1,599 residents , and $46.82 for facilities with more. than 
1,600 residents. In contrast, community residential facilities showed 



100 
Table 4.10 

Comparison of Per Diems for PRFs and CRFs 
in United States in 1977-1978 
(U S Probability 7 Sample, 1978-1979, 100% Reporting) 



Mean 



SD 



PRF Per Diem Charge (Weighted for nonresponse) 
PRF Per Diem'Cost (Weighted for nonresponse) 

CRF Per Diem Charge (Weighted for nonresponse) 
CRF Per Diem Cost (Weighted for nonresponse) 



$49.91 
52.57 

, 18.71 
20.29 



21.65 
22.74 

11.50 
12.81 



Size of PRFs 

< 500 

500 - 999 
1,000 - 1,599 
1,600 + 



Average Per Diem 

$60.05 

41.68 i 
.47.81 

46.82 



Size of CRFs 



1 


- 5 


6 


- 15 


16 


- 32 


33 


- 64 


65 


+ 



Average Per Diem 

$15.51 
i6.40 
18.86 
25.50 
' 25.09 



a steady progression in per diem rates, with the smallest facilities 
having the lowest per diem ($15.51) and the larger facilities_reporting 
higher per diems ($25.09). 
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Descriptive Analysis by Census Regions 

The patterns of revenue for PRFs and CRFs are presented by census 
regions in Tables 4.11 and 4.12. As described in Chapter III, Hess 
selected the sample of facilities, to represent the census regions thus 
allowing geographic comparisons. 

The census regions are defined as follows: 



Northeastern Region 


3. Southern Region 


*~ :nnecticut 


Alabama 


Maine 


v. Arkansas 


Massachusetts 


Delaware 


New Hampshire 


District of Columbia 


New Jiersey 


Florida 


New York 


Georgia 


Pennsylvania 


Kentucky 


Rhode Island 


Louisiana 


Vermont 


Maryland 




Mississippi 


North Central Region 


North" Carp lina 




Oklahoma/ 


Illinois 


South Carolina 


Indiana 


Tennessee 


Iowa 


'Texas 


Kansas 


Virginia 


Michigan 


\ West Virginia 


Minnesota 




Missouri . 


4. * Western Region 


Nebraska ' * 




North Dakota 


Alaska 


Ohio 


Arizona 


South Dakota 


California 


Wisconsin 


Colorado 



Hawaii 

Idaho 

Montana 

Nevada • 

New Mexico ' 

Oregon 

Utah 

Washington 
Wyoming 
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Table 4.11 

r 

Sources of Revenue of PRFs by Census Region in United States in 1977-1978 
(U.S., Probability Sample, 1978-1979, 100% Reporting) 
Population Estimates 



1 

Source 


Northeast 


i 

North Central 


South 


West 


Government 


$861,156,000 


$696,103,000 


$642,507,000 


$373,541,000 


Federal . 


, . " 286,413,000 


129,178,000 


171,449,000 


P j* 1A J AAA 

56,784,000 


State 


574,501,000 


565,259,000 


467,543,000 


n/* in f\f\n 

316,757,000 


Regional 






mm 




County 




mm 

i 


14,000 


mm 


Other (Government source 
not specified) 


242,000 


1,666,000 


3,501,000 


m m 


Resident/Family 


14,327,000 


8,992,000 ' 


17,636,000 


'2,105,000 

i 


Contributions 


2,414,000' 


3,434,000 , 


' 7,531,000 


409,000 


Total 


$877,897,000 


$708,529,000 


$667,674,000 


$376,055,000 
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Table 4.12 

Sources' of Revenue, of CRPs by Census Region in United States in 1977-1978 
(U.S. Probability Sample,. 1978-1979, 100% Reporting) ' 
Population Estimates 



Sou^e 



Total Comment 
Feder* 1 
Stpte 

Count/ 

Other (Government source npt 
specified) 



Northeast North Central 



South 



West 



$.83,664,000 ■ $124,217,000 $ 63,707,000 $ 74,923,000 
25,936,000 40,854,000 24,080,000 32,860,000 



30,683,000 



7,688,000 



19,357,000 



32,181,000 ■ 1,358,000 15,730,000 

i 



36,202,000 35,254,000 16,851,000 

H 

1,270,000 -- /T 8,132,000 g 

/ 

13,710,000 3,015,000 ' 1,350,000 ... 



Residen^amily 



23,164,000 31,982,000 26,526,000 10,267,000 



Contrib^io" 5 



5,754,000 



8,490,000 10,640,000 15,003,000 



Total 



$112,582,000 $164,689,000 $100,873,000 $100,190,000 
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The estimated revenue for PRFs in the Northeastern region ($878 
million) as shown in Table 4.11 is greater than revenue for any other 
region. The PRFs in North Central states reported the next. highest 
revenue ($708 million) followed by the Southern region ($668 million) and 
the West' ($376 million). The proportion of revenue contributed by 
government services was approximately 98% in all four regions- 

Table 4.12 provides a similar profile of revenue for CRFs. In 

■ t 

contrast, the North Central region reported the highest amount of 
revenue with $165 million followed by the Northeastern states with 
$113 million. The Southern region reported slightly higher revenues 
($101 million) than the CRFs in the Western states ($100 million). 

In" examining the relative contributions of sources across regions, 
one can detect a few notable trends. The government contributions vary 
from 63* in the Southern region to 75% in all other regions. Within 
governmental sources, state contributions showed the greatest range 
from 23% in the West to 55% in the South. County support to residential 
facilities is proportionally higher in the North Central region (11%) 
and Northeast region (10%) when compared to the South and West. 
Resident/family contributions showed little proportional variation 
across regions: Northeast (21%) , North Central (19%), South (26%), 
and West (10%) . 

The PRFs in the Northeast region recorded the largest expenses 
-($932 million), followed by the Southern region ($719 million), the 

North Central ($699 million) , and the West ($374 million) as shown in 

/" . - 

Table 4- 13. / 



Table 4.13 

Expenses of PRFs by Census Regions in United States in 1977-1978 
(IKS. Probability Sample, 1978-1979, 100% Reporting) 
• Population Estimates 



.1 . 

Type 


Northeast 


North Central 


South 


\ 

' ' ' ) 

West 


Total Payroll Expenses 


▲ mm r A 0% ** r\ AAA 

$760,869,000 ^ 


Arc/ AAA 

$556,571,000 


i 


^LVHf /Zlf UUU: 


Payroll Taxes 


63,445,000 / 

f 


60,080,000 


. 36,852,000 ' 


l 

■•' 24,797,000 

!.' 


Fringe Benefits 


98,364,000/ 

' 1 

i': 


54,913,000 


47,218,000 


Am i // AAA 

',28,466,000 

\ 


Total Capital Expenses 


/• 

j: 

19,239,000 

i; 


: 32/826,000 


65,704,000 


:;, 22,982,000 


Furniture & Fixtures 


2,768,000 


1,513,00.0 


t t1 a. AAA 

4,313,000 


f :. * "C 11 AAA 

1 2,522,000 


Equipment 


2,821,000 


5,378,000 


9,556,000 


3,865,000 


Buildings 


a f k k\ l AAA 

: 9,644|,000 


^4,oiy,uuu 




ii am nnn 


. Leasehold Improvements 


2,965,000 


935,000 


. * 5,068,000 


4,700,000 


Land 


1,041,000 


181,000 


270,000 




All Other Expenses 


151,998,000 

f " ' ' 


109,765,000 

\ 


108,210,000 


56,505,000 


* 

Total Expenses 


$932,106,000 


$699,162,000 . 


: . 4 

$719,524,000 


$374,208,000 
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Payroll expenses in PRFs ranged froin $295 million in the West 
upward to $761 million in the Northeast region, capital expenses in 
PRFs were similar imjfche Northeast and Western regions, $19 million and 
$23 million, respectively. The South and North Central states 
reported considerably higher capital expenses of $66 million and $33 
million, respectively. All other operating expenses averaged 
approximately 15% across all regions. 

Table 4.14 illustrates a somewhat similar description of expenses 
for CRFs by census regions. The rank order of expenses for CRFs by 
census, regions is: North Central ($183 million), Northeast ($123 
"million, South ($109 million) , and West ($107 million). Some regional 
variation in proportional money spent on payroll can be noted with the 
Northeast and North Central regions reporting approximately 54% o r all 
expenses for payroll, and the South and West reporting 50% and 44%, 
respectively. The capital expenses reported by the CRFs in the North 
Central region ($17.8 million), Southern region ($17.9 million), and 
Western region ($16.7 million) are very similar while the Northeastern 
region shows a substantially lower amount ($7.7 million) All other 
operating expenses were proportionally similar: West (40%), Northeast 
(39%), North Central (37%), and South (33%). 

The capital investments of public residential facilities in land 
and buildings are fairly comparable in all four regions: Northeast 
($1.06 billion), North Central ($1.15 billion), West ($1,003 billion), 
and South ($795 million) . Approximately 10% of these respective amounts 
was listed as the value of furnishings: Northeast ($137 million), 
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Table 4.14 

Expenses of CRFs by Census Regions in United States in 1977-1978 
. (U.S. Probability Sample, 1978-1979, 100% Reporting) 

Population Estimates 



Type 


Northeast 


North Central 


South 


West 


Total Pavroll Expenses 


S67.899.000 

yv i |U//| Vvv 


S97.317 000 


S55 029 000 


Sd7 310 000 


Payroll Taxes 


4.933.000 


7.343 000 




3 790 000 


Frinqe Benefits 


3.615.000 

ij |UJ^^ f V V V 


3.489.000 

JpU^I VV v 


2 131.000 

b f 1 Jl f vvv 


1 911.000 


Total Capital Expenses 


7,703,000 


17,771,000 


■ 17,907,000 


16,674,000 


Furniture & Fixtures 


1,979,000 , 


5,215,000 


2,549,000 


2,679,000 


equipment 


1,117,000 


1 A.A1 AAA. 

1,903,000 


Til AAA 

771,000 


1,180,000 


Buildings 


4,352,000. 


8/073,000 


' 12,949,000 


10,559,000 


Leasehold Improvements 


78,000 


1,927,000 


262,000 


788,000. 


Land 


'177,000 


653,000 


1,376,000 


1,468,000 


All Other Expenses 


47,608,000 


' 67,238,000' 


35,730,000 


i 

43,144,000 


* 

Total Expenses 


$123,210,000 


$182,326,000 


$108,666,000 . 


$107,128,000 
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North Central ($138 million) , South ($108 million) , and West ($55 million) 
The Southern PRFs held the largest amount of land with 4,213 acres. The 
Northeast region reported 3,611 acres followed by the West with 1,529 
acres and North Central with 3,006 acres- 

Community residential facilities reported appraised value of land 
and Sgildings as $238 million in the Northeast, $389 million in the 
North Central states, $223 million in the Southern region, and $439 
million in the West. The value of furnishings showed wide variation 
from a low of $14 million in the South to $20 million in the Northeast, 
$49 million in the West to the highest reported value of $53 million 

in the North Central region. The total number of acres held by CRFs 
in each region was as follows: Northeast (607 acres), North Central 

(1,761 acres), South (482 acres), and West (274 acres). Tables 4.15 
and 4.16 present the profiles of capital investments for PRFs and CRFs- 

Descriptive Analysis by Size Categories 

In no single dimension . do -PRFs differ more from CRFs than in 

terms of -s±fcT~or number of mentally retarded residents. CRFs ranged 

in size from 1 resident to over 400, while PRFs served as few as 10 

residents to over 3,000 residents. 

For analysis purposes. the sample public residential facilities 

were grouped into four. size categories: a) less than 500 residents 
(n=18), b) 500 to 999 residents (n=25) , c) 1,000 to 1,599 residents 
(n^T/^ndV d) 1,600 or more residents (n=ll) . In contrast with this .. 

distribution^the sample CRFs were divided as follows: a) 1 to 5 
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Table 4.15 



Capital Investments of PRFs by Census Regions in United States in 1977-1978 
- (U.S. Probability Sample, 1978-1979, 1001 Reporting) 

Population Estimates 



Type 



Northeast 



North Central 



South 



West' 



Appraised Value of 
Land & Buildings 



$1,060,770,000 $1,150,530,000 $794,695,000 $1,003,350,000 



Appraised Value of 
Furnishings 



137,431,000 



138,429,000 108,291,000 



55,125,874 



H 
0 



Maintenance & 
Repair Expenses 



6,596,000 



9,757,000 18,539,000 



4,716,000 



Total Number of 
Acres of Land 



3,611 acres 



3,006 acres 4,213 acres 1,529 acres 
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Table 4/16 

; ■ / 
Capital investments of CRFs by Census/Regions in United States in 1977-1978 
(U.S. Probability Sample, 1978-1979, 100% Reporting) 
/ Population Estimates 



Northeast 



North Central 



South 



West 



aised Value of 
& Buildings 



/$237,836,000 



$389,241,000 $223,534,000 



$439,024,000 



aised Value of 
ishings 



20,209,000 



52,761,000 



14,520,000 



49,303,000 



H 

O 



tenance" & 
ir Expenses 



2,784,000 



4,680,000 



2,061,000 



2,267,000 



1 Number of 
s of Land 



607 acres 



1,761 acres 



482 acres 



274 acres 
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residents (n= 39), b) 6 to 15 residents (n-58) , c) 16 to 63 residents 
(n=3i), and d) 64 or more residents (n=33) . 

Tables 4.17 and 4.18 present: the revenue patterns of PRFs and 
CRFs, respectively, by size., of facility. The proportion of money ■ 
(98%) coming from government sources is consistent across all size 
groups of public residential facilities with no relationship detected 
between size and reimbursement patterns. The federal-state share of 
revenue" reported by respondents in the smaller size categories was 
31%/68% while the larger categories reported a 17%/83% split. The 
specific federal-state patterns were: size category 1, 32%/68%; 
size category 2, 31%/69%; size category 3, 15%/85%; and size category 
4, 19%/81%. Once again, the estimates provided by the respondents may 
underestimate the true federal share. The relative proportion of non- 
government contributions equalled l%-2% for each size group. When 
combined, the size categories of 500-1,599 residents accounted for over 
$1.54 billion in revenue or 59% of all revenue reported. This com- 
bined size group also accounts for 39.6% of all residents in public 
residential facilities. 

The revenue patterns of CRFs, as shown in Table 4.18, show an 
increasing growth. in total revenue reported as the size of facilities 

increases. The estimated revenue of facilities with 1 to 5 residents 

i- 

was $38.2 million; 6 to 15 residents was $118 million; 16 to 63 

t 
I 

residents was- $138 million; and 64 or more residents was $190 million. 

Government was the largest source of revenue across all community 
facilities with facilities of 6 to 15 residents receiving 82% of its 



Table 4.17 



Sources of Revenues of PRPs by Size Groups in United States in 1977-1978 
(U.S. Probability Sample, 1978-1979, 100% Reporting) 
Population Estimates 



Source 



Total Gov^ rnment 
Ped^al 
State ' 
Regional 

county 

Other 

Resident/^y 
Contributes/Donations 

Total 



< 500 


Number of Residents 
500 - 999 1,000 ; 1,599 


1,600 + 


'• $693,756,000 


$836,785,000 


$675,878,000 


$366,888,000 


.220,289,000 


251,913,000 

i > 


103,732,000 


67,889,000 


472,382,000 


580,735,000 


572,132,000 ■ 

mm 


298,811,000 

mm 


— «• 


mm 


1 

14,000 


mm 


1 AnT AAA 

1,085,000 


, 4,137,000 


mm 


188,000 


9,213,000 


19,456,000 


8,988 ,000; 


- 5,403,000 


4,958,000 


2,676,000 


3,589,000 


'2,567,000 


$707,927,000 


$858,917,000 


$688,455,000 


$.374,858,000 



Table 4.18 

• Sources of Revenues of CRFs by Size Groups in United States in 1977-1978 
(U.S. Probability Sample, 1978-1979, 100% Reporting) 
Population Estimates 



Source ', Number of Residents 



1 - 5 6 - 15 16 - 63 64 + 



Total Government 


$30*949,000 


$ 96,288,000 


$ 89,694,000 


$129,579,000 


Federal 


1,915,000 


19,947,000 


40,119,000 


61,748,000 


State ' 


11,333,000 


38,725,000 


30,016,000 


■ 38,917,000 


Regional 




4,796,000 


1,270,UU0 




County 


j 

1,523,000 ! 


9,143,000 


10,085,000 


5,011,000 


Other (Government source not ■ 
specified) 


16,178,000 


23,677,000 


8,204,000 

'. 

i 


20,567/000 


Resident/Family 

i 


5,807,000 


19,251,000 


31,213,000 


35,668,000 


Contributions/Donations 


1,419,000 


2,468,000. 


16,599,000 


19,398,000 


Total 

i 


■ $38,175,000 


$118,007,000 


$137,506,000 


$184,645,000 



\ 

\ 



114 

revenue from government sources followed by facilities with 1 to 5 
residents (81%), 64 or more residents (70%), and 16 to 63 residents 
(63%). The" greatest use of donations and other contributions was 
reported by facilities in the upper size ranges: 16 to 63 residents 
(12%) and 64 or more residents (11%). These larger facilities were 
usually residential schools with church or other private affiliations. 
Resident and family revenue accounted for 15% of the total revenue in 
the smaller size categories and approximately 20% in the larger 
facilities' serving 16 residents or more. 

The expenses of PRFs and CRFs are reported in Tables 4.19 and 4.20,. 
respectively. PRF personnel expenses ranged from 75% of the budget in 
facilities of fewer £han 500 residents to 83% of the budget in the 
second largest category, 1,000 to 1,599 residents '. Capital expenses 
showed little spread across the size categories averaging between 3% 
and 7% of the budget. The remainder of approximately 13% to 19% of 
the budget in all size categories was spent on all other operating 
expenses. 

The expense patterns reported by CRFs show greater diversity than 
those of PRFs. In facilities serving 16 or more residents, the 
proportion of money spent on personnel, capital and other operating 
expenses totaled approximately 57%, 9%, and 34%, respectively. 
Facilities with fewer than 5 residents spent a lower proportion of 
money on personnel (28%) than facilities with 6 to 15 residents (42%). 
The lowest proportion of money spent on capital items (8%) was reported 
by facilities with 16 to 63 residents, whereas the proportion reported 
by facilities with 1 to 15 residents was 16%. 



Table 4.19 

! 

Expenses of PRFs by Size Groups in United States in 1977-1978 
(U.S. Probability Sample, 1978-1979, 100% Reporting) ! 
Population Estimates 



type 


< 500 


Number of Residents 
500 - 999 1,000 - 1,599 


1,600 + 


Total Payroll Expenses 


' $552,641,000 


$679,058,000 


$628,885,000 


$297,187,000 


•r 

Payroll Taxes \ 


41,917,000 


43,503,000 


75,316,000 


24,438,000 


Fringe Benefits 


44,846,000 

• 


72,717,000 


81,040,000 


.30,358,000 


Total Capital Expenses 


36,088,000 


61,907,000 


25,394,000 


17,993,000 


Furniture & Fixtures 


2,463,000 


2,424,000 


4,720,000 


'1,510,000 


Equipment' 


5,196,000 


7,160,000 


5,601,000 


3^662,000 


, Buildings 


14,809,000 


51,298,000 


14,115,000 


12,632,000 


Leasehold Improvements , 


13,016,000 


86,000 


378,000 


189,000 


Land 


find nnn 


309,000 


580,000 




All Other Expenses 


142,235,000 


127,288,000 


97,616,000 


59,339,000 


Total Expenses 


$730,964,000 


$868,253,000 


$751,895,000 


$374,519,000 



H 
H 
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Table 4.20 

Expenses' of CRFs by Size Groups in United States in 1977-1978 
f (U.S. Probability Sample, 1978-1979, 100% Reporting) 
. . Population Estimates 



Type of Expense 


1 c 

1 - J 


Number of Residents 
6-15 16-63 


64 + 


Total Payroll Expenses 


$10,495,000 


$ 54,557,000 

y 


$ 84,077,000 


~k 

$118,495,000 


Payroll Taxes 


730,000 


4,393,000 


6,404,000 


8,171,000 


Fringe Benefits 


648,000 

1 ' ' 


2,272,000 


2,429,000 


r nft*7 AAA 

5,797,000 


Total Capital Expenses 


\ 

; c Q7i nnn 


21,151,000 


11,602,000 


21,333,000 


Furniture & Fixtures 


; 2,368,000 ' 


4,041,000 , 


2,172,000 


3,841,000 


EVmi nmonf 
ljUUipuicllt 


541,000 


1,046,000 


1,358,000 


2,027,000 


Buildings 


2,955,000 


13,507,000 


7,397*000 


12,074,000 


Leasehold Improvements 


107,000 


885,000 


499,000 


1,565,000 


Land 




1,672,000 


176,000 


1,826,000 


All Other Expenses 


■20,610,000 


54,221,000 


49,987,000 


68,903,000 


Total Expenses 


$37,076,000 


$129,929,000 


$145,596,000 


$208,731,000 



■1 
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The reported capital investments of public and community residential 
facilities combined^by size categories are presented in Tables 4.21 and 
4.22, respectively. The total appraised value of PRF land and 
buildings of over $4 billion was unevenly distributed across size 
categories; fewer than 500 residents ($1-28. billion) , 500 to 999 
residents ($1.5 billion), 1,000 to 1,599 residents ($856 million) , and 
1,600 or more residents ($354 million). The land holdings showed a 
similar pattern with facilities of less than 500 residents reporting 
3,294 acres, facilities of 1,000 to 1,599 residents listing 3,790 acres, 
! and facilities of over 1,600 residents owning 1,144 acres.. The 
largest amount of land was held by facilities with 500 to 999 residents 

/ 

j (4,132 acres) . 

The appraised values of land and buildings of community residential 
facilities by size categories are given %n Table 4.22- The breakdown 
by size categories is as follows: facilities of 1 to 5 residents 
reported $109 million, facilities of 6 to 15 residents reported $189 
million,, facilities with 16 to 63\residents reported $545 milliorv and 

facilities- with 64 or more residents^reported $448 million in appraised 

■ \ • 
value of land and buildings. The amount of land ranged from 528 acres 

(facilities with 1 to 5 residents) to 1,720 acres (facilities with 64 

or more residents) - 

Relation of Selected Factors to Cost 

\ 

\ 

Several single factors were cited in Chapter Ii^which may influence 

\ 

variation in per diem costs- For organizational purposes these single 

\ 



Table 4.21 



Capital Investments of PRFs by Size Groups in United States in 1977-1978 
(U.S. Probability Sample, 1978-1979, 100% Reporting) 
Population Estimates 



■Pyp e > Number of Residents 

< 500- 50(1-399 1,000 - 1,599 ' 1>6Q0 + 



Appraised Value of y 283(690(000 $ lf5 15 ,880,000 ' $855,650,000 $354,140,000 
Land & Buildings 



Number of Acres 
of Land 



H 
H 



Appraised Value of ■ - 116,535,000. 62,708,000 

Furnishings 



Maintenances 13,624,000. , 9,685,000 12,238,000 4,063,000 

Repair Expenses 



3,294 acres 4,132 acres 3,790 acres , | 1,144 acres 
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Table 4.22 

Capital Investments of CRFs by Size Groups in United States in 1977-1978 
(U.S. Probability Sample, 1978-1979, 100% Reporting) 
. Population Estimates 



T yP e j • Number of Residents 

1-5 6 - 15 16 - 63 64 + 



Appraised Value of 

Land & Buildings $108,691,000 $188,823,000 - $544,567,000 $447,554,000 



Appraised Value of 

Furnishings lS f 296,C0O 20,546,000 61,392,000 . 38,560,000 



Maintenance & 

Repair Expenses . 649 ' O0G . 1 ' 684 ' 000f ' ^196,000 



Namber of Acres 

of Land 5 - 8acres 539 acres 655 acres 1,720 acres 



155 



120 ■ 

factors have been grouped under three major categories: 1) Ideational 
factors, 2) organizational factors, and 3) resident factors. Within 
each category, separate hypotheses will be stated, followed by the 

results tested at the .05 levels of statistical significance. 

i 

Locational Factors 

There are two environmental factors that were tested separately , 

for public residential facilities arid community residential facilities. 

ii Hq : There is no difference in the per diem of residential 

1 services located in the four census regions (Northeast, 
North Central, West, and South). 

There were significant differences in the per diem rates of public 
residential facilities located in the four census regions according to 
the results of a one-way analysis of' variance test. The PRFs located 
in the Northeastern region were operating at the highest rate of $62.19 
while PRFs in the South had the lowest rate of $41.75. . These two means 
were significantly different (p <- 05) , while the other comparisons were 
not. The analysis of variarice and table of means and standard 
deviations appear in Tables 4.23 and 4.24 ; •respectively. 

When the community residential f ability per diems were analyzed, 
there were no significant differences among the four census regions. 
Table 4.25 and Table. 4. 26 present the analysis of variance and table 
of means. The per diem means are quite comparable: Northeast ($22.44) 
North Central ($20.79), South ($20.36), and West ($18.28). 

The data contained in this report have not been adjusted for cost 
of living differences that exist across census regions. Future 
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Table 4,23 

Summary of Analysis of Variance 
of PRF Per Diems by Census Region 



Source of Variation df SS MS — : 1 

3 4686.51 1562.17 3/59* 



Between Groups 

Within Grodps 21 ' 30901.28 435.23 

Total 74 35587.79 

* p <.05 



\ 



Table 4.24 , 
Mean Per Diems of PRFs by Census Region. 



Mpan SD W 
Census Region Mean — 

Northeast $ ".19 31.36 21 



North Central ' $ 50.58 15.61 19 

South 5 41.75 16.01 24 

$ 50.91 9.78 11 



West 



\ 



Table 4-25 

Summary of Analysis of Variance 
of CRF Per Diems by Census Region 



Source of Variation df. SS — , — — £ 

' ■/ o 317 09 105.70 -77 

Between Groups 3 JA ' ,ur 



157 21642.48 137.85 



Within Groups 
Total "° 21959.56 



' Table 4.26 

• M^an Per Diems of CRFs by Census Region 



Northeast 
North Central 
South 
West 





Mean 


SD 


N 


$ 


22.44 


10.79 


32 


$ 


20.79 


12.98 


62 


$ 


20.36 


12.97 


28 


$ 


18.28 


9.19' 


39 
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analyses of this cost data will adjust for such differences using a 
comparative index published. by the Bureau of Labor Statistics (1979). 
The index is developed for a hypothetical urban family of four con- 
sisting of an "employed .husband, age 38, a wife not employed outside 
the home, an 8-year-old girl, and a 13-year-old boy" (p. 21). Separate 
annual family budgets were reported for lower, intermediate, and higher 
levels of consumption. j 

The budgets and indexes are prepared for 39 metropolitan areas and 
four nonmetropolitan areas in the United States. Indexes for the four 
census regions are not reported, and according to Rogers (1980) from 
the Bureau of Labor Statistics, "the 39 metropolitan areas represent 
an extremely small sample of the census regions." 

The reader should be advised that the statistically significant 
difference in.PRF per diems might be an illusion of cost of living 
differences rather than "real" cost differences. 

' 2. Hq : There is no difference in the per diem of residential 

2 services located in the metropolitan and nonmetropolitan 



areas . 



A . .Standard Metropolitan Statistical Area (SMSA) usually consists 
of a. central city with a population exceeding 50,000, the county in 
which it is located, and other contiguous counties that are metro- 
politan in character\nd are socially and economically integrated with 
a central city (U.S. Department of Commerce, 1978). For purposes of 
this study, residential facilities were recategorized into three 
categories of location: a) SMSA central for facilities which were 
located in cities of 50,000 people or more, b) SMSA noncentral county 
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for facilities located in contiguous counties, and c) non-SMSA counties 
for the remainder of the facilities which are located outside an SMSA. 

One-way analysis of variance tests were run separately for public 
residential facility per diems and community residential facility per 
diems. As shown in Tables 4.27 and 4. 29,. there were no significant 
differences between location for either group of facilities. The. 
table of means and standard deviations for PRFs is given in Table 4.28, 
while Table 4.30 presents the CRF means and standard deviations. 

\ ■ ' 

. Organizational Factors 

Seven organizational characteristics have been suggested in the 
review of literature as affecting cost differences. The eight factors 
are: 1) size, 2) staff turnover rate, 3) staff -resident ratio, 
4) index of service/staff ing patterns 5) occupancy rate, 6) ownership 
of facility, 7) membership in a system or chain of referential 
facilities under one general . ownership^and , 8) number oi years in 
operation. Factors 4, 6, and 7 are applicable to community residential 
facilities only. 



3 H • There is no relationship between the per diem of 

3 residential services and size of facility (number of 



mentally retarded residents) . 
- .Pearson correlation coefficients were calculated between size and 
per diem rates for PRFs and CRFs, separately. The size of public 
residential facilities was negatively, but not significantly, correlated 
with the per diem of those facilities (r= -.12). In contrast, the size 
of community residential facilities was positively correlated with per 
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Table 4.27 

Summary of- Analysis of Variance 
of PRF Per Diems by Metropolitan Location 



Source of Variation 



df SS MS 



Between Groups 
Within Groups 

Total 



2 415.87 207.94 

72 35171.91 488.50 

74 35587.79 



Table 4.28 

Mean Per Diems of PRFs ; by Metropolitan Location 



iiocation " 



Mean SD_ 



vl) SMSA Central Ccity with 50,000). $51.87 23.78 

(2) SMSA Noncentral County 

(3) NonSMSA County 



$ 55.90 28.14 
$ 48.88 18.33 



! 
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Table 4.29 

Summary of Analysis of Variance 
of CRF Per Diems by Metropolitan Location 



Source of Variation 



df 



SS 



MS 



Between . Groups 
Within Groups 

Total 



2 

158 
160 



498.72 
21460.84 

21959.36 



249.36 
135.83 



1.84 



Table 4.30 

Mean Per Diems of \CRFs by Metropolitan Location 



Location 



Mean 



SD 



N 



(1) SMSA Central (city with 50,000) 

(2) SMSA Noncentral County \ 

(3) NonSMSA County 



$ 22.11 
$ 18.43 
$ 18.63 



11.30 
8.58 
12.64 



84 
14 
63 



diem (r- .22) which was statistically significant (p<.005). However, 
this correlation was rather low and accounted for only about 5% ojf the 
variance in costs. 

4. H04: There is no relationship between per diem of residential 
services and the turnover rate of direct care *" -aff . ; 

Pearson product correlation coefficients were calculated separately 

for PRFs and CRFs. The relationship between the turnover rate of 

direct care staff and the per diem rates was negatively correlated for 

public residential facilities (r= -.11), but the relationship was not 

statistically significant.* The relationship between turnover rate and 

per diem in community residential facilities was also negatively 

correlated (r= -.19) and was also not statistically significant. 

* 5. H05: There is no relationship between per diem of residential 
services and the staff-resident ratio. 

The staff-resident ratio was calculated for each facility based 
on the total number of staf£ given on the staff composition question- 
naire/divided by the total number of mentally retarded residents. The 
staf'f -resident ratios were divided into five groups: a) less than -33, 
b) .33-. 65, c) .66-. 99, d) 1.00-1.32, and e) 1.J3+. 

One-way analysis of variance tests -were -run separately for public 
residential facility per diems and community residential facility per 
dieros. Significant differences (p<T.005) were found in per diem rates 
of public residential facilities us shown in Table 4.31. Upon exam- 
ination of the table of means given in Table 4.32, theye appears to be 
a direct relationship between higher staff-resident ratios and higher 
per diem costs. 
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Table 4.31 

Summary of Analysis of Variance 
of PRF Per Diems by Staff-Resident Ratio 



Source of Variation 



df 



SS 



MS 



Between Groups 
Within Groups 

Total 



3 
71 

74 



10306.19 
25281.60 

35587.79 



3435.^0 
356-08 



9.65** 



** p <.005 



. Table 4.32 ^ 
Mean Per Diems of PRFs by Staff-Resident Ratio 



Staff-Resident Ratio 




i 

Mean . 


SD 


N 


/ 

< .33 




NA 


NA 


NA 


.33 - -65 


$ 


30.00 


0 


1 


.66 - .99 


$ 


44.66 


14.95 


44 


1.00 - 1.32 


$ 


54.00 


13.52 


23 


1.33+ 


$ 


84.57 


43.98 


7 
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Differences in community residential facility per diems were also 

significant (p <.005) when compared on staff-resident ratio groups 

(Table 4.33). The lowest per diem ($15.32) occurred in facilities with 

a staff-resident ratio of less than .33. The mean per diems and 

standard deviations are given in Table 4.34. The highest per diem of 

$28.88 was reported by facilities with staff-resident ratios of 1.00 to 

1.32. Those facilities with staff-resident ratios greater than 1.33 

reported per diems ($16.50) considerably lower than facilities with 

staff-resident ratios ranging from .66-1.32. 

6. Ho' : There is no relationship between per diem rates of 

6 residential services and an index of service/staffing 
patterns. 

All public residential facilities in the sample provided a full 
range of services by a full complement of staff. In contrast, com- 
munity residential facilities offered several different levels of 
service from domiciliary care to a full range of services similar to 
public facilities. The staff composition questionnaire was completed 
by each facility and was scored according to an index of service/ 
staffing patterns according to types of staff employed. The index was 

defined as follows: 

1 ■ Family run; no other staff employed 

2 = Direct care staff and at least a part-time administrator 

3 = Direct care staff, administrator (s) , and facility support 

staff such as kitchen or laundry workers 

4 = Direct care staff, administrator (s) , facility support staff, 

educational support staff, and medical support staff 

5 = Direct care staff and administrator (s) , facility support 

' staff, educational support staff, medical support staff, and 
social services support staff 
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Table 4.33 

// 

Summary of Analysis of Variance .// 
of CRF Per Diems by Staff-Resident Ratio 



// ■ 

Source of Variation df SS ^ MS_ 



Between Groups 
Within Groups 

Total 160 21959.57 

** p <.005 



4 4489.09 1122.27 10.02** 

156 ! 17470,48 / 111.99 



/ \ ' 

i 
i 

Table 4.34 

Mean Per Diems of CRFs by Staff -Resident Ratio 



Staff-Resident Ratio 




Mean 


SD 


N 


< .33 


$ 


15.32 


8.62 


53 


.33 - .65 


$ 


19.22 


8.57 


50 


.66 - .99 


$ 


28.03 


13.95 


40 


1.00 - 1.32 


$ 


28.88 


' 9v06 


8 


1.33+ 


$ 


16.50 


14.28 


10 . 
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A one-way analysis of variance test was run on the community 
residential facility per di ems and the results appear in Table 4.35. 
Significant differences were found (p<.0005) among group means with 
the lowest per diem rate ($11.85) reported by facilities that were 
family owned and operated. The highest per diem of $31.47, on the 
other hand, was reported by facilities offering a full range of services. 

Level 1 facilities ($11.85) were significantly different from all other 

l. 

levels. Level 2 facilities ($19.00) were significantly less expensive 
than level. 4 facilities ($24.14) and level 5 facilities ($31.47) . 
Finally, level 3 ($22.38) and level 4 facilities differed significantly 
from level 5 facilities (see Table 4.36). 

7. Hq 7 : There is no difference in the per diem rates of 
residential services and the occupancy rate. 

Occupancy rate was defined as the number of residents divided by 

the bed capacity. Occupancy ranged from less than 70% to over 100%, 

and the rates were recategorized as follows: a) ^70%, b) 71-90%, 

c) 91-95%, d) 96-100%, and e)>100%. No significant differences were 

found in comparing means of public and community residential facilities. 

Tables 4.37 and, 4. 39 present the analysis of variance tables for public 

and community facilities, while Tables 4.38 and 4.40 present the tables 

of means and standard deviations, respectively. 

8 : There is no difference in per diem rates of community 

8 residential facilities by type of legal ownership 

(family, private nonprofit corporations, proprietary 
corporations) . 

Table 4.41 presents a "summary of the analysis of variance (see 
Table 4.42 for means and standard deviations)' for type of legal owner- 
ship with per diem as the dependent variable. There were significant 
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Table 4*35 



Sufliisary of Analysis of Variance 
CRF Per D-'iems by an Index of Service/Staffing Patterns 



Source of Variation 



df SS MS 



Between Groups 4 5463.81 1365.95 12.92*** 

Within Groups , 156 16495,75 105.74 

Total 160 21959.56 



*** p <T.0005 



Table 4.36 

Mean Per Diems of CRFs by an Index of Service/Staffing Patterns 



Intensity of Services/Staffing 



Mean SD N_ 



Level 1 - Family Run 



$ 11.85 6.17 34 



Level 2 - Direct Care & Administrator $ 19.00 11.20 56 

Level 3 - Direct Care & Administrator $ 22.83 j 10.10 23 

& Facility Support Staff 1 

Level 4 - Direct" Care & Administrator $ 24.14 10.74 29 

& Facility Support Staff 
& Educational Support Staff 

& Medical Staff ; — . 

Level 5 - Direct Care &■ Administrator -$ 31.47 12.61 19 

& Facility & Medical S Educational 
• & Social Service Support Staff 
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Table 4.37 



Summary of Analysis of Variance 
of PRF Per.,Diems by Occupancy Rate 



Source of Variation 


df 


SS 


MS 


F 


Between Groups 


5 


4757.11 


951.42 


' 2.13 


Within Groups 


69 


30830.68 


446.82 




Total 


74 


35587.79 








Table 4.38 



Meaji Per Diems of PRFs by Occupancy Rate 



1 

Occupancy Rate 




Mean 


SD 


N 


Level 1 ( <50%) 




NA 


NA 


NA 


Level 2 (50- 70%) 


$ 


61.00 


31.37 


6 


Level 3 (71- 80%) 


$ 


42.20 


13.77 


5 


Level 4 (81- 90%) 


$ 


52.94 


16.51 


18 


Level 5 (91- 95%) 


$ 


64.08 


33.69 


13 


Level 6 (96-100%) i 


$ 


43.28 


12.75 


18 


Level 7 ( ;>100%) 


$ 


45.80 


17.18 


15 
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Table 4.39 

Summary of Analysis of Variance 
of CRF Per Diems by Occupancy Rate 



Source of Variation 



df SS MS 



Between Groups 
Within Groups 



6 586.66 97.78 .71 

154 21372.91 138.79 



Total 1^0 21959.57 



Table 4.40 

Mean Per Diems of CRFs by Occupancy Rate 



Occupancy Rate 




Mean 


SD 


N 


Level 1. ( <50%) 


$ 


16.90 


9.90 


20 


Level 2 (50- 70%) 


S 


23T73 


' - 15 . 12 


15 


Level 3 (71- 80%) 


$ 


19.23 


14.82 


17 


Level 4 (81- 90%) 


$ 


19.03 


10.75 


29 


Level 5 (91- 95%)/ 


$ 


21.25 


10.43 


16 


Level 6 (96-100%) 


$ 


21.60 


11.43 


60 


Level 7 ( >100%) 


$ 


20.25 


8.66 


4 



u 



Table 4.41 



Summary of Analysis of Variance 
of CRF Per Dieras by Type of Ownership 



Source of Variation .df §S ; M§_ 



Between Groups 
Within Groups 



2 4513-06. 2256.53 20.44*** 

158 17446.51 110.42 



Total 160 21959.56 

***< j? <-0005 



Type 



Nonprofit 
Family Run 
Proprietary 



Table 4.42 

Mean Per Diems of CRFs by Type of Ownership 



Mean SD N_ 

$ 24.16 11.57 87 

$ 12.45 7.41 49 

$ 23.12 11.71 25 
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differences among the mean per diems with family-owned and operated 
facilities ($12.45) operating at a much lower rate than nonprofit 
facilities ($24.16), and proprietary facilities ($23.12). However, no 
significant difference emerged between nonprofit and proprietary 
facilities. The mean per diems and standard deviations appear in 
Table 4.42. 

9 Ho : There is no difference in per diem rates of community 

9 residential facilities by, membership in a system. 

(A system is a group. of residential facilities owned 
and operated by one parent organization.) 

Significant differences (p<.05) were found between community 
residential facilities that were members of systems and those that were 
not. The average per diem of system CRFs was $22.75 and- the average 
per diem of non-system CRFs was $17.72. Table 4.43 presents the . 
analysis of variance table while Table 4.44 gives the table of means 
and standard deviations. 

10 Ho • There is no difference in per diem rates of residential 
. 10 facilities by the number of years in operation. 

Facility administrators were asked to give the year when the 
residential facility opened. The opening year was subtracted from the 
constant year 1978. The years in operation were recategorized into 
four groups: a) 1-6 years, b) 7-20 years, c) 21-50 years, and 
d) more than 50 years. One-way analysis of variance tests were cal- 
culated separately for public and community residential facility per 
' diems. Significant differences (p<-05) were found for public 
residential facilities with the highest per diem ($72.28) reported by 
facilities opened for 1-6 years. Tables 4.45 and 4.46 present the 
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Table 4.43 

Summary of -Analysis of Variance 
of CRF Per Diems by System Membership 



Source of Variation 


df 


SS 


MS 


F 


Between Groups 


1 


959.09 


959.09 


7.50* 


Within Groups 


: ISO 


19195.43 


127.97 




Total 


151 


20154.52 







* p <.05 



Table 4.44 

Mean Per Diems of CRFs by . System Membership 



ZZEi 




Mean 


SD 


N 


Member of System 


$ 


22 


.75 


11.99 


81 


Non-member 


5 


17 


.72 


10.49 


71 
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Table 4.45 

Summary of Analysis of Variance 
of PRF Per Diems by Number of Years in Operation 



Source of Variation 



df SS MS 



Between Groups 
Within Groups 

Total 

* p <.05 - 



5 3749-02 1249-67 2-79* 

71 31838.77 . 448.43 

74 35587.79 i 



Table 4.46 * 

Mean Per Diems of PRFs by Number of Years in Operation 

Number of Years : Mean §5 — 

1 - 6 years $ 72.28 43.35 7 

7 - 20 years " $ 50.76 16.80 21 

21 - 50 years $ 51.00 23.76 13 

y SO years $ 46.88 . 15; 71 34 
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summary of the analysis of variance test and the table of means and 
standard deviations for public facilities, respectively ♦ No 
significant differences were reported by community residential 
facilities as shown in Tables 4.47 and 4,48. 

Resident Factors . 

11. H Q : There is no difference in the per diem rates of 

residential services and the age of -residents served. 

Facility administrators were asked about the age criteria for 

admission of residents. There are three basic types of facilities — 

those which serve oiily children, those which serve only adults, and 

those which serve all ages. Specific minimum/ and maximum ages within 

i " 

these types may vary from facility to facility. One-way analysis of 
variance tests were run separately for public and community residential 
facilities. There were no significant differences in public 
residential facilities, as shown in Tables 4.49 and 4.50. 

On the community side, the per diem rates for adult facilities 
($13.39) were significantly^ lower (p<.005) than residential placements 
for children ($24.74) or all ages ($24.67). The summary table is given 
in Table 4.51 and the table o£ means. and standard deviations appears 
in Table 4.52. 

12 Hq 9 : There is no difference in the per diem rates of 
residential services and the number of levels of 
mentally retarded residents admitted. 

Facility administrators were asked which levels of mentally 

retarded residents were admitted, using the four levels of mental 

retardation (mild, moderate, severe, and profound), according to the 



\ » 

\ 



140 
Table 4.47 



Summary of\Analysis of Variance 
of CRF Per Diems by Number of Years in Operation 



Source of Variation 



df 



MS 



Between Groups 
Within Groups 



Total 



3 

155 
158 



593-46 
21208.28 

21801.75 



197.82 
136.82 



1.45 



Table 4.48 

Mean Per Diems of CRFs by Number of Years in Operation 



Number of Years 




Mean 


SD 


N 


1-^6 years 




$ 20.58 


11.53 


85 


7-20 years 




$ 19-03 


11.40 


59 


21 - 50 years 


\ 


$ 24.80 


15.37 


10 ' 


> 50 years 




• $ 28.00 


9.67 


5 



V 

176 
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Table 4.49 

Summary of Analysis of Variance 
of PRF Per Dierns by Age of Resident Admitted 



Source of Variation 



Between Groups 
Within Groups 

Total 



df 



SS 



2 
12 

74 



1508.49 
34079.30 

35587.79 



MS 



754.24 
473T32 



1.59 



Table 4.50 , 

Mean Per Diems of PRFs by Age of Resident Admitted 



Age of Residents 



J- 



Children 
Adults 
All Ages 





Mean 


SD 


N 


$ 


36.00 


9.20 


4 










$ 


40.50 


11.56 


''4\ 


$ 


^2.58 


22.50 


67 
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Table 4.51 

Summary of Analysis of V ? 
of CRF Per Diems by Age of Res: mitted 



Source of Variation 



Within Groups 



Total I 60 , 21959.57 

** p <.oos 



df " SS H§_ 



2 1404.93 702.46 5.40** 

Between Groups * xhvh.*-> 



158 20554.64 130.09 



Table 4.52 : 
Mean Per Diems of CRFs by Age of Resident Admitted 



Age of Residents 



Children 
Adults 
All Ages 



-\ 



Mean §D N_ 



$ 24.74 13.27 31 

$ 18.39 10.30 109 

$ 24.67 13.80 21 



1 7o 



\ 
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AAMD Classification System (Grossman, 1977). . The number of levels of 
mental retardation represents a proxy variable for "case mix" that was 
described in the hospital cost function studies of Chapter II- 
Facilities were categorized according to the number of levels of 
retardation admitted with the possible values equal to one, two, three, 
or four levels. 

One-way analysis of variance tests were run separately for public 
=md community residential facilities. Tables 4.53, 4.54, 4.55, and 
4.56 present the results. No significant differences were found for 

either analysis. 

13. H Q : There is no difference in the per diem rates of 
13 residential services and the proportion of 

• severe ly/profoundly mentally retarded residents served. 

As described in Chapter III, a personal record sheet was comply tfed 

for every' resident included in the sample. This form included a , 

question regarding /the-resident ' s degree of retardation based upon the 

most recent etiological evaluation. Residents were classified in the 

following manner: a) borderline (IQ 69-84), b) mild (IQ 52-^8;, 

c) moderate (IQ 36-51), d) severe (IQ 20-35), e) profound A IQ 19 and 

below), and f) unknown. The proportion of residents who ^e re 

.classified as severely or profoundly mentally retarded was calculated 

for each facility. Public residential facilities tend to be populated 

exclusively by these two levels of retardation while community 

residential facilities showed greater variability in the levels of 

retardation served. 

One-way analysis of variance tests were run separately for public 
and community residential facilities. No significant differences for 
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Table 4.53 



Summary of Analysis of Variance of PRF Per Diems 
by Number of Levels of Mentally Retarded Residents Admitted 



Source of Variation 


df 


SS 


MS 


F 


Between Groups 


2 


1643.97 


821.98 


1.74 


Within Groups k 


72_ 


33943.^82 


471.44 




Total ' 


74 


35587.79 







Tabl 



e / 4.54 



Mean Per Diems of PHFs by Number of Levels 
of Mentally Retarded Residents Admitted 



Number of Levels 




Mean 


SD 


N 


One level 




NA 
1 


NA 


NA 


Two levels 


$ 


64.13 


11.48 


8 


Three levels 


$ 


47.42 


16.21 


19 


Four levels 


$ 


50.31 


24.53 
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Table 4.55 

Summary of Analysis of Variance of CRF Per Di-i^s 
by Number of Levels of Mentally Retarded Residents Admitted 



Source of Variation 



Between^ Groups 
Within Groups 

Total 



df 



3 

157 
160 



SS 



587.62 
21371.95 

21959.57 



MS 



195.37 
136.13 



1.44 



Table 4.56 



Mean Per Diems of CRFs by Number of Levels 
of Mentally Retarded Residents Admitted 



Number of Levels 




Mean 


SD 


/ N 


One lev.?* 


- S 


17.85 


8.93 


27 


Two levels 


$ 


19.64 


, 11.64 


50 


Three levels 


1 $ 


19.67 


13.15 


33 


Four levels 


$ 


23.07 


11.94 


51 



181 
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public residential facility per diems were found as shown in Table 
4.57. The table of means and standard deviations appears in Table 4.58. 
Significant differences (p<.005) were found among the community 
residential facility per diems as presented in Table 4.59. Community 
residential facilities that served- a majority (51% or more) of severely 
or profoundly retarded residents reported a significantly higher level 
per diem than facilities sc -ving 50% ] or fewer residents with the same 
diagnosis. The table of means and standard deviations is given in \ 
Table 4.60. j 

Cost Function Analysis 

The final statistical analyses to be described in this study are 
cost function analyses using multiple regression procedures. 

The two primary purposes in selecting multiple regression analyses 
,for this study are: a) to derive the best linear prediction equation 
from a large set of, -independent variables discussed in the previous 
section of this chapter and b) to evaluate the respective contri- 
butions of a specific variable while holding other factors constant 
within a multivariate context. 

A stepwise linear regression approach was selected because this 
method orders the inclusion of independent variables by relative contri- 
butions in explaining variance. In addition, at each step, variables 
are entered only if they mee'- certain statistical criteria and are 
deleted if they no longer meet that criteria. By entering variables 
one by one if is possible to identify and examine the minimum set of 
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Table 4.57 



Summary of Analysis of Variance of PRF Per Diems by Proportion 
of Severely cr Profoundly Mentally Retarded Residents Served 



Source of Variation 



df SS MS 



Between Groups 
Within Groups 

Total 



2 1626.40 813.20 1-72 

72 ' 33961.3 9 471.69 

74 35587.79 



Table 4-58 

Mean Per Diems of PRFs by Proportion 
of Severely or Profoundly Mentally Retarded Residents Served 



Proportion 



Mean SD _£L 



0 - 75% severely or 
profoundly mentally retarded 



i 

$ 46.86 ■'■ : 27.47 28 



76 - 90% severely or 

profoundly mentally retarded $ 50.07 : is. ay 



91 . - 100% severely or 
profoundly mentally retarded 



$ 58.68 . 12.71 19 



83 
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Table 4.59 

Summary of Analysis of Variance of , CRF Per Diems by Proportion 
of Severely or Profoundly Mentally Retarded Residents Served 




Between Groups 
Within Groups 

Total 



2 

158 

1601 



1753.15 
20206.41 

21959.56 



876.58 
127.89 



+* p <,005 



Table 4.60 



Mean Per Diems of CPFs by Proportion 
of Severely or Profoundly Mentally Retarded Residents Served 



Proportion 



Mean 



0% severely or 

profoundly mentally retarded 

1 - 50% severely or 
profoundly mentally retarded 

51 - 100% severely or 
profoundly mentally retard 



$ 17.00 
$ 20.50 
$-25.04 



SD 



9.42 &<* 
11.16 50 
13.60 47 
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variables that yields the optimal predictive value. The independent 
variable explaining the greatest amount of variance in the dependent 
variable appears first in the resulting equation. The remaining 
variables are ordered from largest to smallest in order of the magnitude 
of the scared partial correlation with the dependent variable. The 
dependent measure was per diem cost. 

A common set of predictors was chosen from the list of variables 
presented earlier to be tested as correlates of costs of care for both 
public and community residential facilities. This common set of 
predictors included ten variables: a) staff to resident ratio, 
b) proportion of severely or profoundly mentally retarded residents 
within the facility, ) age of residents served within the facility, 
d) size of facility, e) number of years in operation, f) census 
regions, g) occupancy rate, h) number of levels of mental retardation 
admitted to the facility, i) staff turnover, and j) metropolitan/ 
nrinmetropolitan location. Multiple regression requires that variables 
are measured on either a ratio or interval scale. Because some of the 
predictors in this set* are nominal in nature, dummy variables were 
created. For example, census region was defined as Northeast; North 
Central, South, and West. All facilities belong to only one of these 
categories and can be scored as either present (1) or absent (0) on 
each of these four variables. A facility in the Northeast census 
region was scored as one (1) on the dummy variable representing North- 
east and zero (0) on ail other categories. In this example, three 
dummy variables' are included in the equation and the remaining census 
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region is called the reference category (a unique combination of the 
other dummy variables) . 

Three regression analyses were run and will be presented in the 
following order: a) regression for public residential facilities using 
a common set of predictors, b) regression for community residential 
facilities using a common set of predictors, and . c) regression for 
community residential facilities '. using the common set of predictors 
with additional factors unique to community facilities only. 

! Table 4.61 presents a correlation matrix of the predictors and 
per diem cost for public residential facilities. Staff to resident 
ratio was most highly correlated with per diem cost (r».49, p<-001). 
in descending order of magnitude, per diem cost was correlated with 
the Northeast census region (r=.31, p<.01), the South census region 
(r= -.29, p<-05), staff turnover (r= -.23: p<.05), and occupancy 
rate (r» -.19, P <-10) - Upon further examination of the inter- 
correlation matrix there {appear to be only low to moderate levels of 
correlation between several independent variables. There is no' evidence 
of . -Iticollinearity among the independent variables. 

The correlation ratios are in agreement with the analysis, of 
variance results reported earlier. Higher staff to resident ratios 
were associated with higher' per diems. location in the Northeast census 
region was related to higher per diems while facilities located in the 
Southern census region had lower per diems. Inverse relationships 
existc' between per diem and staff turnover, and per diem and 
occupancy rate. Factors such as age of residents, level of mental 
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Table 4.61 . 

Correlation Matrix of Predictors and Dependeu Variable for Public Residential Facilities 



Per 





Diem 


1 


2 


3 


4 


5 


6 


7 


8 


9 


10 


11 


12 


1 Staff to Resident Ratio 


.49 


























2 Severe/Profound MR 


,12 


.07 
























3 Children Admitted 


-.16 


-.08- 


-.15 























4 Adults Admitted 


-.11 


.13 


-.38 


-.06 












• 








5 Size 


-.09 


-.28 


-.03 


-.19 


-.20 


















6 Operating Years 


-.16 


-.14 


.05 


-.20 


-.24 


.43 














\ 


7 Northeast Census 


.31 


.18 


-.14 


-.15 


-.15, 


.18 


.05 














8 North Central Census 


-.01 


.06 


.04 


.00 


.13 


-.20 


.24 


-.36 












9 South Census 


-.29 


.02 


.02 


.22 


-.04 


.00 


-.28 


-.43 


-.40 










10 Number of MR Levels 


-.13 


-.09 


-.16 


.08 


-.01 


.04 


.13 


-.01 


.04 


-.08 








li Occupancy Rates 


. -.19 


-.19 


-.12 


.05 


-.17 


.16 


.15 


.05 


-.10 


.12 


-.06 






12 Staff Turnover 


• -.23 


.02 


-.34 


.49 


.14 


-.25 


-.26 


-.14 


-.11 


.41 


.02 


.02 


! 


13 Metropolitan Location 


-.06 


.05 


.2.3 


.12 


-.26 


-.10 


.08 


.01 


.04 


.00 


-.05 


.11 


.04 
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retardation, size, and metropolitan location were not found to be 
statistically significant in the previous analyses of variance and are 
similarly quite low in magnitude of correlation with per diem rates as 

given in Table 4.61. 

The results of the regression analysis for public residential 

■ _ I 

facilities are presented in Table 4.62. \ The overall regression 
equation accounted for 48% of the variance in per diems (multiple R = 
.69), and was significant at the p <. 005 level . Four variables, in. 
particular, were very significant determinants of per diem rates and 
they were: a) staff to resident ratio, b\) South' census region, 
c) number of years in operation, and d) adults only admitted. The 
•latter three. variables were . negatively correlated with the dependent 

variable. \ + 

The greatest amount of variance (R 2 «-24^ was consumed by staff to 
resident ratio. Location in the Southern census region was inversely 
related to cost but. accounted for approximately 9% of the change in 
variability accounted for as shown in Table 4U2. Approximately 3% of 
the change 'in variability accounted for was due to the number of years 
a public residential facility was in operation!. Newer facilities 
reported higher per diem costs. The final of W factors considered 
most significant was the adult age limit of soije public facilities. 
Adult facilities reported lower per diems than facilities serving .. 
children of all ages. The change in variability accounted for by this 
factor was approximately 6*. 
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Table 4.62 

r 

♦ 

Stepwise Multiple, Regression Analysis of Public Residential Facilities 



Independent Variable 



Staff to, Resident Ratio 
South, Census, Region 

Operating Years ^ 

•j ,. 

Adults Admitted (only) 
Metropolitan' location 

i 

\ 

Staff Turnover 

i 
i 

Number 0 f MR Levels 
Size 

Occupancy Rate 

Proportion of Severely or 
Profoundly Mentally Retarded 

Children Admitted (only) 

Northeast Census Region 

North Central Census Region 



Simple 

r. 


Multiple 

, R 


R 2 


' R 2 
Change 


Beta 

Weight 


F 

, Ratio 


Significance 
Level 


• | 
.49 ■ 


.49 

i 

i 


..24.. 


.24 


.49 


18.05 


/ 

i 

i 

Codoi 


-.29 . 


.57 


.33 


\Q9 


-.30 


13.91 


< .0001 ,\ 


-.16 


■ t 

.60 ; 


J6' 


.04 


-.31 


10.73 


^.0001 


-.11 


.65 




.06 


-.29 


10.20 


< .0001 


-.06 , 


.67 / 


.44 


\02 


-.11 


8,67 


<.0001 


-.23 


' .68 

c 


.46 


\ 

: .01 x 


, i 

-.10 


7.47 


! < .0001 

i 


-.13 


.68 


.46 


.006 


-.08 


6.45 


< .0001 




68^ ' 


.47 


.006 ' 


,09 


5,66 


X.oooi 


-.19 


.69 


.47 


.004 


-.07 ' 


5.01 


<.0001 




i . 

•03 


♦ 40 


nni 


•1 Q4 


4 44 


(.0001 


-.16 


.69 

i 


.48 


.001 


-.04 


3.97 


<.dpoi 


,32 




.48 


.0004 


.4.05 


3.57 


.001 


j-.Ol ; 

i 1 


,69 


.48 


.001 


.05 


3.24 


.002' 



H 

in 
w 



© 190 

ERIC 



1 



ox 



154^ 

' " \ 

A second regression analysis using the common set of predictors" 

\ ' \ - . • 

was performed on the community residential facilities: A correlation 

matrix of the predictors and the dependent variable for community 

residential facilities is given in Table 4.63, Per diem was most 

highly correlated with the proportion of severely or profoundly 

mentally retardfe^" served by cocununity residential facilities (r=.28, 

p<.05). Other variables that showed moderate correlation with per 

diem were: size anfi per diem (r=.25, p-<.05), adult age limit and per 

diem (r= -.25, p <D5) , and staff turnover and .per diem (r= -.22, 

p<.05). As described earlier, community residential facilities 

reported higher^per diems as size of the facility grew larger and as 

the proportion of severely or profoundly mentally retarded people 

/ 

served by a facility increased above 50%. Adults were less expensive 
to serve than children, while lower staff turnover was associated with 
facilities reporting a higher per diem. Factors such as the number of 
years in operation, census region, metropolitan location, occupancy 
rate, and the number- of levels of mental retardation served by a 
facility were not found to be statistically significant in earlier 
analyses and are not correlated highly with per diem as shown in 
Tafile 4.63. 'Again, there appears to be no evidence of multicollinearity 
among £he independent variables. 

The stepwise regression analysis for community residential 
facilities is reported in Table 4.64. The overall regression equation 
accounted for 24% of the .variance in the?: per diems (multiple R = .49) • 
The proportion of sev ?Iy or profoundly mentally retarded residents 

s " 

192 ■ 



/ ' Table' 4,63 

/ 
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Correlation Matrix of Predictors and Dependent Variable for Community Residential Facilities 





Per 
Diem 


• i 


2 


3 


'4 


■ 5 


6 


7 


8 


9 


L0 


11 


12 


1 Staff Resident Ratio . 


.16 










• 










- 






2 Severe/Profound MR 


.28 


.07 








■ 
















3 Children Admitted 


" .18 


.02 


.20 






















4 Adults Admitted 


-.25 


-.05 


-.31 


-.71 




• 












i 




5 Size 


.25 


-.03 


.13 


.03 


-.29 


t 

. \ 






/ 
/ • 










N 6 Operating Years 


.15 


.07 


.12 


.15 


-.41 


;53 














■ 


7 Northeast Census 


.. .08 


-.04 


-.18 


.03 


-.02 


-.04 


.02 










\ 




8 North Central Census 


' .02 


.09 


.10 


-.06 


.08 


.06 ■ 


-.03 


-.39 












9 South Census 


\ 

.00 


.00 


.01 


-.02 


.00 


.06 


.05 


-.23 


-.36 


- . 




i 




10 Number of MR Levels 


' - .15 


.01 


.25 


.05 


-.17 


.25 


-.13 


-.04 


.10 


.05 








11 Occupancy Rates 


.13 


-.27 


.26 


.12 


-.20 


.17 


* 

.io 


.04 


-.06 


.04 


.14 






12 Staff Turnover 


-.22 


.02 


.03 


-.12 


.14 


-.06 - 


•.13 


-.22 


.01 


-.03 


-.25 


-.11 




13 Metropolitan Location 


-.14 


.07 


-.03 


-.18 


.12 


. .04. 


.13 


-.03 


.24 


-.06 , 


, .01 


-.17 


-.12 



Table .4.64 

Stepwise Multiple Regression Analysis -of Community Residential Facilities 



Independent Variable 

• 


Simple 
r 


Multiple 

Rr ■ 


1 ■ 

R 


R 

Change 


Beta 
Weight 


"P 

Ratio 


Significa 
Level 




.28 


.28 


Art 

.08 


AO 

. ,08 




's'fii 

J lUJ 


.020 


Profoundly Mentally Retarded 














Staff Turnover 


' -.22 


.36 


.13 


.05 


-.20. 


4.88 


.011 


Size . 


.25 


.41 


.17 


.04 . 


'.22 


4.40 


. .007 


Metropolitan Location 


-.14 ' 




.20 


■ .03 


-.18 


3.95 


..006 


Staff to Resident Ratio 


.16 


.47 


.22 


.03 


.17 


3.67 


.006 


Northeast 


.08 . 


'.48 


.23 


.01 


.13 


3.15 


.009 


North Central . J 


] .02 


.48 


.23 


.00 


.09 


2.71 


/ .016 


Adults '; 


-.25 


.'49 


.24 


.00 


-.05 


2.39 


.026 


Operating Years 


.15 


■ .49 : 


.24 


.00 


r 

. -.04 


2.10 


. > .044 
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served by facilities accounted for the greatest proportion of ^ 

variability (multiple R «* .28) . ' The remainder of the factors consumed 
relatively small amounts of variability: staff turnover (R change « 
.05), size CR change « .04), metropolitan location (R change = .03), 
and staff to resident/ ratio (R 2 change = .03). In contrast to PRFs, 
factors such as y South census region, occupancy rate, number of levels 
of mental retardation, and age 'of admission (children) were. not 
predictive of costs for community facilities and were eliminated- from 
the final regression equation. 

In addition, to the common set of predictors that affect both 

public and community residential facilities, there are several 

(i ' - : '■ - . . . . . 

additional factors that are applicable only to community residential 

facilities. These additional variables include index of staffing/ 
services, membership in a system, and ownership (family run, profit, 
nonprofit) . A complete matrix of all of these factors is presented 
in Table 4.65. 

The correlation matrix of this expanded set of variables (Table 
4.65) reveals a moderate degree of relationship between family owned 
facilities and per diem (r= -.45, p* <X)5) , and index oS staffing and 
per diem (r=.48, p <.05). Family owned and operated facilities, 
reported^significantly lower per diems than facilities operated as s 
nonprofit or proprietary corporations. Similarly, facilities that ij 

offered greater levels of staffing and services reported higher per \ 

j 

diems according to earlier results. The last' factor of this expanded 

' . *\ * 

set was membership in a system, which showed a moderate correlation 

.. j / 

* " * / 

ERIC ' ' 7 



Correlation Matrix of a Second Set 



Table 4.65 



of" Predictors and Dependent Variable for Comity Residential Facilities 




9 10 11 lj 13 jj » 16 



1 Staff Resident Ratio 

2 Severe/Profound MR 

3 Children Admitted 

4 Adults Admitted 

5 Site 

6 Operating Years 

7 Northeast Census \ 

8 North Central Census 

9 South Census 

10 Number of MR Levels 

11 Occupancy Rate 

12 Staff Turnover 
13. System Membership 

14 Family Operated 

15 Profit Operated 

16 Index of Staffing/Services 

17 Metropolitan Location 



.16 

^2B .,07 \ 
.18 .02 '.20 ' 



-.25 -.05 -.31 -.71 
.25 -.03 .13 .03 -.29 
.15 .07 .12 .15 -.41 .53 
.09 -.04 ; -.18 .03 -.02 -.04 .02 



\ 



.02 .09 .10 -.06 .08 .06 -.03 -.39 

.00 .00 .01 -.02 '.00 .06 .05 -.23 -.36 

.15 .01 .25 .05 -.17 .25 .11 -.04 .10 .05 

.13 -.27 .26 .12 -.20 .17 .10 .04 -.06 .04 .14 
-.22 .02 .03 -.12 .14 -.06 -.13 -.22 .01 -.03 -.25 f.U 

.16 .16 -.05 -.02 .09 .05 -.13 .10 -.06 .18 -.04 .07 .07 
-.45 -.04-.14 -.05 .05 -.30 -.13 -.13 -.06 -.20 -.15 -.25 .08 -.38 
-.34 -.08 -.03 -.10 .10 '-.15 -.05 -.12 .09 -.19 -.04 -.23 -.01 -.38 .72 

.48 .19 .21 .1) -.24 .53' .36 .09 .00 .14 .24 .20 -.18 .27 -.59 -.40 
-.14 .07-.0J-.lfl .12 .04 '.13 -.01 .24 -.06 .01 -.17 -.12 -.17 .12 .14 



f 
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with per. diem (r=.16) . Multicollinearity among independent variables 
did not occur. 1 

The results of. the stepwise regression analysis with the second' 
set of factors is reported in Table 4. 66. The overall regression 
equation '^counted for greater variability, 38% with a multiple R = 

.62, as contrasted with the previous analysis^using a common set of 

2 . 
predictors (R =24%, multiple R *= .49) . Of greatest importance to the 

change in explained variability was the first factor; the index of 

staffing/services which accounted for the same amount of variability . 

as the overall equation of th$ previous j analysis . In additipn, family 

ownership, the proportion of \severely or profoundly mentally retarded 

residents served, and staff tjurnover also made significant contributions 



to the prediction of costs, 
inversely related to cost. 



Family ownership and staff turnover were 
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Table 4.66 



Stepwise Multiple Regression Analysis of' Community Residential Facilities 

with a Second Set .of' Factors 




Independent Variable ■ 




Simple Multiple 
r R 


R 2 




R 2 , 
Change 


Beta 
Weight 


F 

Ratio 


Significance 
Level 


Index of Staffing/Services • 


■ .48 , .48 " 


.23 


.23 


.23 


,20.69 


< .0001 


Family Owned 




-.45 .52 


.28 


.04 


-.23 


12.75 , 

i 


C.0001 


Proportion of Severely or \ 


, .28 .55 


,31 


.03 


1Q 




C 0001 


Profoundly' Mentally Retarded, 












Staff 'Turnover 




-.22 .57 


.33 


.02 


-.20 


7.99 


<.0001 


t 

Metropolitan Location 




-.14 , . .58 


,34 


.01 


-.12 


6.63 ^ 


C.oooi 


4 

South 




.00 .59 


.35 


■ .01 


-.09' 


5.70 


< .0001 


Staff to Resident Ratii \ 




• .16 .60 


.'36 


.01 


.07 


5.01 1 


. J 

<.0001 


Adults 


1- 


/ • -.25- .61 


.37 


.01 


-.13 


4.47 


'.0001 . 


Profit , 




-.35 .61 


.37 


.'.00 


, -.10, 


3.97 


.001 


Occupancy/ Rate 


1 

1 ' 


«13 ». ■ 


61 


.'38 


.00 


-.07 


3.57 


.001 


i ■ 

Number of MR Levels 


\ , 
1 , 


y .15. . . 


61 


,38 


.00 


-.04 


3.20 


.002 


1 

Operating Years 


\ 

\ 


,15 


62 


,38 


.00 


-.05 


: 2.90 


.003 '" 


j 

Size , 




.25 


62 


.38 


.00 


.03 


2.64 


.006. 


Children \ 


\\ 

\ \ 


.25 


62 


.38. 


. .00 


-.03 


2.41 


.010 


North Central Census Reg 


ion i 


.02 , 

• 


62 


.38 


,00 . 


.02 


2.21 


; .017 



H 
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/ « V. DISCUSSION 

Results will be discussed in the same order as presented in the 
list chapter. The order of topics will be 1) revenue, 2) expenses , 
3) capital investments , 4) selected factors related to cost/ ajid 

5); cost .^function analysis. 

' \ . * ■■ ■ ■ • " ' * 

\. -s-:-;; ' * • 

' . ' : \ • * Revenue 

In .order to interpret the estimated revenue for public, and com- 
munity residential facilities, an appropriate context of. national, 
patterns in the health care industry must be established. 

The U.S. Cpt3^ressionai Budget Office reported in 1977 on the long 
^^erm^are^ needs of elderly and disabled people. The report estimated 
that between 1.9. to 2 .7 mil liori? people received, long term care under 
government programs in 1975 but the total demand for services was about 
5.5 to 9.9 million people. During this same year, federal, state, and 
local governments spent $5.7 to $5.8 billion on long term care with the 
federal share (56%) estimated to, be/$ 3.1 billion. Approximately 77% 
of the federal /nib'ney came from Medicaid. 

During— the past 25 years, the long term care expenditures have 
reflected the broader pattern of growth in the national health sector. 
Between 1950 and 1970, medicai^caxe prices increased almost twice as 
fast as all prices as measured by the^Consumer Price Index. The 
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following indicators demonstrate the significant growth in cost in the 
health area ai^reported id the government publication, Health, United 
States, 1978 : 

Prom 1966 to 1975, nursing home expenditures rose more 
than 500%, In- -1976, the nursing home industry reported 
expenditures of $10.6 billion- The 1977 outlay of $12.6 
billion was almost 10 times the level of 1965 expenditures - 
(p. 96) 

Between 1965 and 1977, public expenditures rose at nearly 
twice the rate of private expenditures- By 1977, public 
expenditures accounted for 42% of all spending for health 
care, up from the relatively-stable 25% share from 1950 
to 1965, the years just preceding implementation of . 
Medicare and Medicaid. (p. ^vii) 

National health expenditures rose to $162-6 billion in 
fiscal year 1977, or $737 per person. Thfc health 
expenditure accounted for the largest share of the Gross 
National. Product yet reported for ' health -expenditures 
(8.8%) . (p. xvii) 

The responsibility for residential care of mentally retarded people 

is and will continue to be distributed between the public and private 

sectors. The President's .Committee on Mehtal Retardation (1976). 

estimated that for all mental retardation /programs:. 

Public costs. are divided approximately 10% federal and 
90% -state and' local. Private; costs , fall probably about 
70% upon families, with 30% divided among voluntary fund 
raising > operations, service" organizations, and private 
foundations. The percent division between public and 
-. private sectors is- difficult to estimate with any 
precision because of the lack of hard data, especially 
on family contributions'.' (pp* 131-132) 

Conle'y (1973) concluded that" residential care for mentally retarded 
people is costly, while Blatt et all (1976) stated that residential care 
is "big business." In 1968 Conley (1973) estimated the value of all 
resources used for residential care of the retarded, including public 
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and private institutions , residential schools and other private 

facilities totaled uAder $1 billion ($998,474,000) and exceeded 

- - \ % " ■ 

$1 billion in 1970 ($1,268,233,000). 

•/'*'. 
Through periodic surveys of public residential facilities, 

Scheerenberger (1979) has estimated the gro^h of PRF budgets from 

$.5 billion in 197C to over $3 billion in fiscal year 1978-1979. The 

i ■ , 

differences between Conley arid Scheerenberger are due to differences in 
timing of surveys, the methods used in arriving at-' estimates, and the 
type of variables included in the estimates. Conley included capital 
investments, volunteer labor, and resident labor, while Scheerenberger 
did nof. * 

The estimate of oyer $2.7 billion in expenses made in this stud^ 

is in agreement? with Scheerenberger 1 s figures. Scheerenberger stated 

■i • • i *■ j' 

that the $3 billion figure for fiscal year 1979 should be accepted as , 
, only a minimum estimate that covers direct expenses for variable items 
such as personnel and ether operating , expenses. The. detail- of questions 
used in the mail survey long form of Scheerenberger are limited to total 
bperating costs (personnel, other, capital) , 4 capital construction, and 
per diem. The long form was completed by 174. facilities in 1979.' A 
short form survey was completed by 104 facilities and contained 
^questions about total operating budget and per diem only/ The inter- 
view survey used a more detailed revenue and expense statement for - 

fiscal year 1978 and was completed by all 236 of tl^sampled facilities. 

.• 1 • / 

* la' 

As presented in Table 4.3,, the total revenue of public and com- 
munity residential facilities in 1977-78 exceeded^ $3.11 billion. The 



growth in total revenue from 197.0 to 1978 for public residential , 
facilities is similar to the indicators reported for the entire health 
care industry including nursing homes. Public residential facilities 
are virtually "completely supported by government funds (98%). Of the 
$2.6 billion invested by government levels in public residential 
facilities, $1.9 billion was contributed by state governments, '.ut these 
figures probably include some federal dollars. The federal contribution 
of $643 million is undoubtedly an .underestimate of what states received 
because the facility respondents might not be informed of the actual 
federal participation level. Regions and coun^ levels of government 
apparently do not make significant financial contributions to the costs 
of public residential facilities. Similarly, the other sources of', 
revenue (resident/ family and contributions) accc . for approximately . 
2% of the total' sources of revenue. 

in contrast to public residential facilities, the revenues of 
community residential facilities .(Table 4.2.) come from a more balanced 
array pf sources.- For example, federal' ($125 million) and state; 
•participation ($120 million) are followed closely by resident/family 

. . . -\ r ' - 1 

contributions. ($93 million).' Overall, government support is 72% of all 
revenue with the remaining 28% coming from resident/family contributions 
(20%), and donations (8%),. The public residential facility /total 
revenue of $2.6 billion is five times greater than the community 
residential facility revenue of $484 million. It is important to note 
that while the total- number 'of residents served is only 2j.S times 
greater in PRFs than CRTs,, the level of dependency amon^ residents is 
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much greater in PRFs than CRFs. This factor is especially important to 
consider in evaluating cost data, since the level of depenciency has 
been found highly correlated with cost of care in other long-term care 
studies (Piasecki, et al. , 1977; Primrose, 1972)- In addition, the 
public residential facilities almost always included day programming 
costs while approximately 25% of the CRFs included such expenses. 

The regional patterns of PRF and.CRF revenu^ (Tables 4.11, 4.12, 
and 4.13) are similar to other studies in ;this area. The Northeast 
region had the highest reported revenue. - This regional trend has been 
reported in earlier studies (Baumeister, 1970; Krantz, Brulninks, & ■ „ 
Clumpner, 1978; Scheerenber^er , 1978b, 1979) as well as in other human 
service stidies such as the National Nursing Home Study (NCHS, 1979). 

The patterns of revenue described iri this study of fer ; a comparison 

between public polidyv intent and fiscal incentives at a federal- level. 

In its Report to the President , the President's" Committee on Mental, 

Retardation (1976) recommended that the federal leadership role in 

deinstitutionalization "should continue: - 

The federal government should provide financial assistance 
to the States to cover costs of transition of individuals 
from institutional to community services, and costs of 
trans forming -or replacing central institutions for more 
functional purposes consistent with the needs of retarded 
citizens. (p. 134) 

As this study has shown, the financial burden of maintaining 
residents in public residential facilities falls predominantly to the 
states and federal government while the financing of community 
residential facilities shifts more to local government resources in 
tandem with increased contributions from residents/families and charity 
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Several authors have noted that federal. and state funds tend to 
finance care provided in the more intensive and expensive settings of 
public residential facilities. Unfortunately, given .limited money, few 
resources may be left to expand alternatives in the community. The 
intent of .deinstitutionalization may remain at the. rhetoric stage given 
the impact of federal fiscal disincentives to use community based 
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\alternatives . 

Bradley (1973) inquired whether "services are organized in response 

\to federal funding mechanisms at the risk of .not meeting the intent- of 

deinstitutionalization and more , importantly-, the- .needs ,of .the -people to 

be served?" (p. 32). For example, the availability of Title XIX 

' funding was cited by a Department of Health ,\ Education", and Welfare ' f 

Special Task Force on Deinstitutionalization- as "offering a strong 

/incentive toward institutional care of the disabled" in opposition/ to 

/.^e federal posture or* placing mentally retarded, people in- the least 

restrictive environment; (p. 6) . ■ Currently, states may be inclined to 

renovate and' upgrade .public Residential facilities- to compiy with . 

standards for Intermediate -Care Facilities for the Mentally Retarded 

-necessary for Title XIX funding. At the same time, however, states are 

\ urged' to- reduce the number of mentally retarded residents in public 

residential facilities . The policy intent -is thus thwarted by the 

fiscal incentives as noted by the National Association of State Mental 

Retardation Program Directors report (1980) :- , 

Because the present federal ICF/MR rules require a ^cility . < 
to comply' 5 with complex programmatic, environmental and life 
safety standards in order to-,maintain its Title XIX .certa.fi- 
* cation, some observers have expressed concern that compliance- . ■■ 
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related expenditures in the states — both in terms of 
personnel costs and capital improvements — is siphoning 
x .offthe fiscal -resources necessary to initiate community- 
based residential and daytime programs. In addition, 
they are \worried that the capital construction dollars 
•required to. renovate and modernize buildings . on the 
grounds of large, existing state institutions which 
lock the states into a long-term commitment to an 
institutional model of services — a model which many 
professionals now argue is outmoded and counter 
productive. (pp. 29-30) 

The, implications for federal policy makers will be discussed more 



thoroughly in Chapter VI. 



Expenses -»\ 



.The totals payroll expenses for PRFs (Table '4.4) was $2,165 billion 
or 79% .of the total expenses of $2.7 billion. This proportion 'is ^ 
-identical, with that reported by Scheefenberger (1973a) for PRFs in the 
United Stages. The: total capital expenses of $i41 million are much 
flower, than the estimated $278 million for capital outlays as .reported 



by "the National' Association of State Mental ^Retardation Program * , 

Directors study (1980).^' The j; dif ference pf $137 million. can be attributed 
to methodological difficulties in gathering .information from states 
which 'appropriate* capital outlays 4 for two or three years. The 
researchers of the' National Association\ ofj State ..Mental Retardation 
Program Directors ■ divided* capital outlays equally in instances of 
multiple reporting years. The data fr s om this survey , were collected for; 
a sample of facilities during a* single reporting period and ? probably 
represent a reasonably accurate picture of how individual facilities 
depreciate capital costs oyer several years. . \ r , > 
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All other expenses are comprised of costs other than those fbr 
labor (personnel) which tend to vary because they depend on the level 
of output or services provided during a specified time period such as 
the fiscal year. Included are items such as food, drugs, supplies, 
laundry and linen, utilities, and other expenses. Table 4.4 shows that 
16% of PRF expenses or $423 million went toward these types of items. 
Scheerenberger (1978a) estimated $607. million (20%) was spent during 
fiscal year 1978-1979 for all other expenses (p. 21). 

As presented in Table 4. 5,, the payroll expenses of CRFs accounted 
"for 52% of the total operating expenses or $268 million of the $518 
million total. This proportion for payroll supports other findings 
including Piasecki et al. (1977)', Indiana Department of Mental" Health , 
(1975), and O'Connor and Morris (1978) who reported proportions of - 
•50%, 53.2%, and 58%, respectively. Peat; Marwick, Mitchell &' Co. , (1976) 
has interpreted the differences between PRF and CRE payroll expenses 
as the constant rate of underpayment on the' part of CRFs for pro- . 
fe'ssiphar and paraprofessional sta.ff. . 

The breakdown of capital expenses estimated at $60, million (12% of 
total) and all other expenses estimated at $194 million *(36% of total) 
seems to corroborate the patterns of smaller studies reported above. 

v' capital ^Investments \^ 1 " i 

"■' . . ... 

. In 1973 Conley observed^ that there was little national information 
on which -to estimate the fair rental of land, buildings , and equipment 
'used for, the' residential care of mentally retarded people. As a result 
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Conley noted , "This element of cost is almost always omitted from 

/ 

operating expenditures,, since these' assets are usually owned by the 

7 / ' ' ■ 

state or operating agency rather /than rented" (p. 103) . 

' / ■ • • 

Conley estimated the total/ value of capital investments for public 

/ 

and private institutions in 1968 was $3-2 billibn. In order to arrive 
at this estimate Conley relied upon a 1965 study by the California 
Department of Mental Health which estimated the replacement cost of an 
average' bed in a. state institution was $15 , 000. The average per capita 
capital investment of private residential facilities was, based- on 

•■ . .-. .. ./..;• • "•'■ ■ . • * ■ 

figures for mentally 111 people. The 1968 average per person cost was 
$9,qoo. ' / s - ■ * ,■ ■ 

Beyond Conley,' s estimates , little 'has been reported in the 

\ I \ ' " . f • 3,;. \ " 

literature' on this topic since 1973. * The National Association Jof State 
Mental " Retardation Program Directors (1980) recently completed a survey 
of state officials on. the anticipated capital outlays for a. 3-year 
reporting period. The median per person capital expenditure during' 
this time 7 was $5,46(3. ■ - 

. Tables Jl. 7, 4.8,. and. 4.9 presented the reported estimates of- ■ 
capital investments for * public and community residential facilities . 
The 7 combined total of $5.3 billion for land,, buildings , arid equipment 
is almost twice as much as Conley 's^ estimate for k decade ago. An 
additional $576' million can be attributed to /the appraised/ value- of 
equipment and furnishings. No estimates. of land holdings of PRFs and 
CRFs could be found in the literature. The approximate ntimber of acres 
for' PRFs is 12 , 359 and 3,441 acres for'CRFs. *; 



170 

Locational Factors and Cost 

Census Regions 

Public residential facilities like nursing homes show regional 
variation in their revenues and expenditures due to general cost of 
living differences or to differences in the supply and' demand of one 
or more factors of production (labor, capital, materials). Similar 
to the National Nursing Home Study and the U.S. Bureau of Census reports 
on institutionalized populations, the per diems of public residential 
facilities were substantially higher in the Northeast than in any of 
the other regions. Personnel expenses were identified in the 'nursing 
,home study as the major- factor contributing to this variation. As . 
shown in Table 4.13, the' Northeast"' region reported the highest payroll 
expenses totaling $76.1 million compared to' North Central ($557 
million) , South $546 million), and West "($295 million) . The -regional, 
differences have also been reported by Baumeister (1970)', Krantz, ' Jj 
Bruininks, & Clumpner (1978) , and Scheerenberger %(1978a> 1979). 

Metropolitan Location . » • * ■■■■ ■ -■I 

Unlike previous reports of differences in per diems of halfway / . 
houses and -nursing homes located in rural and urban areas (Piasecki/ et 
al;, 1977) , the current study found ho differences among the , types/ of 
location. Piasecki and associates reported that .facilities for psycho- 
social^ disabled people located 'in rural areas, tended to have signi- 
ficantly higher per diem cos.ts ($18.33) than urban-downtown facilities ' 
($11.21) . * in contrast/ the results of this study found that both- 
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public and community residential facilities located on an urban fringe 
c^st less- T than either' a central city or' rural location, but not 
significantly less. Both public and. community facilities located" in 
major urban areas cost more than facilities in rural areas. 

Whether location affects cost probably depends upon the purpose of 
the facility. If the objective of a community residential facility is 
to offer domiciliary care only, then the difference in cost between a 
rural and urban locatipn is dependent upon cost of living differences. 
On the other hand, if extensive services are needed by residents, - 
location may affect the access and use of -existing generic agencies by 
residents.- " ' 

" ' / Organizational Factors and -Cost 

< , K ■ : ; 

■ -\ v. s _ _ _ _ 

The size or number of beds in health care facilities is friequently 

r "* \> ■* ' ' "~- m 

used as a. rough indicator of the- supply of care. The underlying 
assumption as., that there ,is a strong relationship between the number . 
of beds and other service characteristics such as- building . space, 
equipment, personnel, and other factors used in providing services. 

Sociologists ha^^tt|e£pted~to 'ascertain whether size is the - key 
to understanding what happens in an organization or whether .size is 
Insignificant compared to other organizational factors (Hall, 1972). (0 
There are several ways to measure the size of an organization (number 
of employees > number 'of students, number, of stockholders number of 
clients) and these measures ^ve been found to -be highly correlated and 
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interchangeable (Anderson & Warkov, 1961). Pugh, Hickson, Hinings, and 
Turner (1969) analyzed 46 English organizations and assessed the number 
of employees and the net assets of the organizations. A high correlation 
(.78) was found between j the number of employees and the net assets. 
Thus, large organizations are large in terms of membership and resources. 
Pugh et al. concluded thajt size: 

causes structuring of organizations through its effect On 
intervening variables such as freguency of^ decisions and 
social control. ... Large organizations tend to have 
more- specialization, more, standardization, and more 
formalization than smaller organizations. (p. 98) , 

Traditional economic theory postulates a U-shaped, relationship , 
between, average'' costs, and size. Theoretically, as the scale of 
production expands over the lower range of output, certain economies 
(e.g., quantity discounts, full use, of labor and equipment) are realized 
resulting in decreasing " average costs of production. After some point:, 
the extra : costs associated with larger ..size contributes to a reversal . 
in the. economy of scale. . Knapp. (1978) attributed the increase in 
average cost to' "the strain of over-use of some .of the equipment and ' 
buildings,' increased maintenance costs , and difficulties encountered 
in the administration of the caring services" (p. 32) . 

■ Although Baumeister (1970 /reported that smaller institutions had- 

; ^igherlpejc capi^ is . 

'('.'• ■ ' • J. ■■■ ■ ■ 

known 'about' economies 6f scale in residential services for mentally- 

" • ' 1 '■/■■. " ■ W „ h 

retarded people. . As described earlier in the' review of literature, the 

evidence- presented in cost studies of hospitals is often conflicting 
and confusing. :■/'.* 

''^ ■ . / " ■ '.: pro • ' ' ' ' . 
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The, results' of correlating size and per diems of PRFs and CRFs 
rejsulted in mixed findings. The size of PRFs was negatively, correlated 
;(r= -.--12) but not at a significant level. On ^the other hand, the size 
of CRFs was positively correlated with per diem (r^~.22) which was 
significant (p<-005), but rather low in magnitude. 

Table 4-10 presents a_. comparison of per^diems by size categoril^: 
Smaller PRFs with fewer than 500 residents reported the highest per diem 
($60.05). The lowest per diem ($41.68) was reported by the next largest 
group of PRFs with 500 to 999 residents- The per diem escalated again 
for PRFs between 1,000 to 1,599 residents ($47.81) and : ther\went down 
slightly ($46.82) for the .largest facilities.' ■ .> , 

The per diems of CRFs are also reported in Table 4-10. A positive 
linear 'progression was 4 shown with the smallest facilities, reporting the 
lowest per diems and the larger facilities reporting progressively 
higher per diems. % "■' ■ 

The positive relationship between size and per diem, in CRFs was 

■ " i - t • *\ . • 

probably due in part\to the greater number of services that larger 
facilities tended to offer.. The additional cost" associated with a 



broader range of services probably overshadowed efficiencies. 

^ * ... • . * ■ ( 

Size and per capita budget figures were reported by. Baker/ 
Seltzer, and Seltzer (1977) who reported that small, group homes (6-10 
residents) were twice as expensive as large ar^ap^ homes (21-40 residents). 
There were 86 small facilities and 12 larger facilities in that sample'* 
which could explain some of the variation. O'Connor and Morris (1978) 
found that size was significantly related to capital costs only. 
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determine how turnover/ affects both program and overhead costs should 
probably be conducted at the individual organizational level as 
suggested by Zaharia and Bauiueister. 

Staff-Resident Ratio 

There are several difficulties in attempting to separate causal 
explanations from statistical explanations in cost analysis studies. 
Do resident characteristics determine an organization's services w^ich 
determine the level of staff-resident ratio, or do the staffing patterns 
and ratios determine which residents will be served by a particular 
facility? A satisfactory resolution of cause and effect of factors 
cannot be reached in this study. Nevertheless, staff-resident ratio 
has been found to be the most highly correlated factor with cost 
(r= -74) in the O'Connor and .'Morris (1978) study of grJup homes in 
federal Health and Human Service Regions IX and X. 

Public residential facilities that had a staff-resident ratio of 
.66 to \99 reported per diems of $44.66 while public facilities with 
a staff-resident ratio of 1.00 to 1.32 reported a per diem of $54.00. 
The highest per diems were reported by facilities with staff-resident 
ratios of 1.33 or greater. Community facilities generally reported a 
similar pattern. 

There is a slight decline in per diem rates of community residential 
facilities when the staff -resident ratio exceeds 1.33. The decrease 
in per diem can be attributed to several organizational characteristics 
which suppress the effects of higher staff-resident ratios. These 
specific f aciUties usually serve adults only and tend to be staffed 
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by direct care staff only who offer domiciliary care only.^ The adult 
residents of these facilities tend to be either mildly or borderline . 
retarded. 

As described earlier, personnel expenses account for over 75% of 
PRF budgets and over 50% of CRF budgets . I* would appear that there 
is an expected relationship between adding employees and the increases 
in operating expenses, particularly in labor intensive industries such 
as^esidential facilities. 

Index of Staffing/Services 

Costs have been found to vary substantially in residential 
facilities to the extent that particular residents require more 
specialized. or intensive services (Primrose, 1972; Indiana Department 
of Mental Health, 1976; Mayeda & Wai, 1975; Jones & Jones, 1976; 
O'Connor & Morris, 1978). In particular, community/ residential 
facilities in this study represented a broad range of purposes and 
concomitant staffing and service arrangements. O'Connor and Morris 
(1978) characterized this range of roles as follows: 

At one end of the , continuum, the purpose of thei facility 
is to have a heavy programmatic orientation and\provide 
a strong skill training program. The other end of the 
continuum suggests that a CRF should function as a home 
environment, providing the warmth and support of 
"significant others." (p. 25) 

The amount of money spent on training residents ranged in the O'Connor 
and Morris study from $0 to $190 per month. 

As described earlier, community residential facilities in this 
study were categorized according to an index of staffing and services 
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proposed by Piasecki -et al. (1977). Significant differences were \ 
reported among the levels of th'is index with facilities operated. by 
direct care staff only reporting the lowest per diem ($11.85). As the 
number and type of staffing/service levels increased, the per diem also 
increased to a high of $31.47. This finding confirms similar results 
reported .by Piasecki et al. (1977) for hrlfway houses. 

Occupancy Rate 

Substantial variation in occupancy rates should have important 
consequences in cost because per diem is calculated on the basis of 
'the number of residents (Peat, Marwick, Mitchell & Co, ,1976; Piasecki 
et al.r 1977). Piasecki and associates reported that if there were a 
substantial number of empty beds in nursing homes and halfway houses, 
there were higher per day per resident costs. Similarly, Peat, 
Marwick, Mitchell & Co. estimated an average of $3.00 per day difference 
between a facility operating at 100% occupancy and 90% occupancy. 
Public residential facilities with 90% occupancy reported per diems 
that were almost. $10.00 greater than those with 100% occupancy. On 
ie community residential side,, the per diems at 90% occupancy were 
approximately $2. ooj higher than facilities with 100% occupancy. As the 
number of mentally retarded people who leave public residential 
facilities increases, the differences between occupancy levels will 

widen even more, representing important consequences for public t 

I 

expenditures. 
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Ownership. j 

Is there a relationship between proprietary status and economic 

efficiency? Anthony and Herzlinger (1975) operationalized the 
differences in organizations in terms of the administrator's goals, 
purposes, and decision criteria.,-. Newhouse (1970) suggested that 
because there is no profit motive, nonprofit hospital administrators 
make decisions in terms of improving the prestige of an institution as 
measured by the quantity and quality of services delivered. Adminis- 
trators of nonprr : it hospitals strive for bigger and better facilities 
and resources. Newhouse portrays this built-in drive as the need to 
expand size and complexity under the rubric of improving the quality 
of care. Inefficiency and cost overruns occur because of third ( party 
payments and philanthropic contributions remove potential budget 

constraints . / 

Proprietary organizations, on the other hand, are usually run by 
managers whose decisions are guided by the intention of increasing 
profits while "minimizing expenses. Efficiency is implicit in the 
profit motive. 

Community residential, facilities were divided according to three 
types of ownership patterns: x > proprietary, 2) nonprofit, and 
3) family run. There were no government owned and operated CRFs 
: selected in the sample. Public residential facilities were excluded 
from this analysis because of the obvious organizational differences 
between CRFs and PRFs. Family run facilities were included as a type 
of ownership because, according to the respondents, these facilities 
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do not easily fit into either of the other categories. In terms of 
organizational structure, a family run facility does not ^rapioy any 
outside st£ff and is totally owned and operated by M family members. A 
family run facility does° not have* tax exempt status from the Internal 
Revenue Service. Such facilities also do not consider themselves as 
proprietary facilities since their per diems do not contain a profit 
margin. Accounting is usually not formal in family run facilities. 
. Repeatedly , respondents from family run facilities emphasized that they 
"spent money until it ran out and they always spent more than .they 
received to care for the mentally retarded residents." Indeed, the 
results support this contention, since family run facilities operated 
at significantly 1 lower rates ($12.56) compared to proprietary ($23.21). 
and nonprofit homes ($24.16). These results support the findings of 
the nursing home study which found proprietary facilities operating 
slightly lower than nonprofit facilities, 'although this difference was 
not significant. 

System Membership 

Another phenomenon that has not received adequate attention in ..(the 
literature is the development of residential facility "chains" or 
systems of facilities operating under a general^ ownership or parent 
organization. In the hospital literature, Lee (1971) has argued that 
'the rapid growth of hospital chains stems from the needs of adminis- 
trators to behave as conspicuous producers. 

In sociology, there has been "very little research on the growth 
of organizations" (Hall, 1972, p. 134). Starbuck (1965) has proposed 
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a framework of motivations to explain why growth is important to 
administrators: 

1. Organizational self realization ^(trying to accomplish 
better what the organization is attempting to do) 

2. Adventure and : risk (the desire for new experiences)* 

3. Prestige , power , and job security 

4. Executive salaries (salaries rise exponentially as 
organization size ^increases) * 

5. Profit 

6. Costs 

7. Revenue 

8* Monopolistic power 
9, Stability 
10. Survival (p. 454) 

.Starbuck has suggested that growth is often not an end in itself 
but is a means of attaining other goals or is a t»ide effect of such 
attainment. The results of this study indicate that systems off CRTs 
operate at significantly higher cost ($22.75) than nonsys terns ($17.72). 
The nonsys terns, however , include family run facilities. However, it 
.does not appear from these data that economies are achieved by expan- 
sion in the number off facilities operated under system ownership. 
Further examination of this issue, holding other factors constant, appears 
necessary before any conclusions can be drawn. 

Number of Years in Operation 

Residential facilities which are open for a short period of years 
experience disproportionate costs due to start up expenses. According 
to Piasecki et al. (1977), the initial costs for beginning a group home 
may equal or surpass the annual budget for operating the program. i 
Among the expenses during the beginning years; \ Piasecki et al. (1977) 
enumerated th£ following: 
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building, rent and rent deposits, mortgages, incorporation 
1 'and related legal fees, remodeling to meet building code ' 
standards or program requirements ,' personnel, recruitment 
and training efforts, rent or purchase of furnishings and 
consumable supplies, professional services, and community 
". relations efforts* - (p. 13) 4 

In analyzing the initial costs of Halfway houses and nursing homes, 
Piasecki and associates noted that significant economies can be 
realized if physical piant requirements are minimal and existing com- 
munity resources and services ban be used. However, the greater the 
intensity of services, the greater the initial costs. 

The results of this study indicate that public residential 
facilities which were opened from one to , six years ago had a signifi- 
cantly higher £er diem, 572.28, than, all other categories. This finding 
confirms Piasecki 1 s observations since these facilities were smaller 
in sfcale (100-200 beds) , had more' stringent physical plant requirements 
necessary to -meet Intermediate Care Facility for Mentally Retarded 
Standards, and provided intense levels of service, including medical 
care. 

Community residential facilities did not exhibit the wide varia- 
bility, in per diem by the number of years in operation. The older 
facilities tended to be large residential schools which reported higher 
per .diems than more recently opened facilities which offered 
domiciliary care only. 
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Re sident Factors and Cost 

\ kqe of Residents 

O'Connor and Morris (1978)' reported a high negative correlation 
between cost and age of residents (r= -.61). Younger residents cost 
'twice as /touch as adults, according to O'Connor and Morris. Almost all 
public residential facilities have admission criteria which allows 
people of all' ages to reside in the facilities. Some variability was 
evident in per diem rates of public residential facilities, but the 
differences were not significant. Children's facilities reported .the 
lowest per diem at $36.00, while facilities serving all ages reported 
per diems of $52.58. On the other hand, community residential 
facilities in this study reported per diems that showed significant 
differences. Facilities' for children reported per diems of $24.74, 
while adult facilities operated at a per diem of $18.39. The staffing 
ratio needed to care for children would probably account for the bulk 
of this difference. 

Number of Levels of Mental Retardation 

•Case mix or. the range of cases served has received considerable 
attention in hospital cost studies. It has been proposed that the wider 
the range of services or output provided by a hospital, the greater the 

cost. Lave, Lave, and Silverman (1972) found that hospitals treating 

i 

relatively large proportions of unusual cases had higher costs. 
Residential facilities for mentally retarded people /may serve a similar 
"mix" in terms of the number of different levels of mental retardation. 
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Some facilities may serve only one level of retardation while other 

.. ■ * t- . \ 

, . m ■ y ■ . • 

facilities may serve all four levels. According to the results of this 

study, there were no significant differences in the mix or number of 

levels of ^mental retardation in either public or community residential 

t ... . , 

(facilities. 

Community residential facilities Reported higher per- diems when 
all four levels ($23.07) of mental retardation were served when com- 
pared with facilities serving one level .only ($17.85). The difference 
was not significant, however. A more refined measure of case mix may 
be necessary in future research studies to test whether a relationship 
exists with cost. 

■ • j} '' ■ ' 

Proportion of Severely or Profoxindly Mentally Retarded Residents 

As described in an earlier section on staffing and services, costs 
have been found to vary substantially in. residential facilities to the 
extent that particulau: residents require more specialized or intensive 
services (Primrose, 1972; Indiana Department of Mental Health, 1976; 
Mayeda &. Wai, 1975; Jones & Jones, 1976; O'Connor & Morris, . 1978) . 
According to O'Connor and Morris (1978), "the most difficult variable 
ta categorize facilities on was IQ and level -of functioning of the 
residents. . . . Further, on the whol"$, the heterogeneity within 
facilities was as great or greater than between facilities" (p. 41) . 

Heterogeneity of IQ appears to be a prevalent pattern among com- 
munity residential facilities as contrasted with public residential 
facilities. For those community, facilities which served no or less 

: ■ / • 

than one-half severely or profoundly retarded residents/ the per diem 



costs were significantly lower than facilities which yere predominantly 
serving the same type of residents. . "Resident characteristics must be 
considered interrelated to the type of staffing/services offered as well 

■ ' ■ . , li 

as the stiff to resident ratio needed to provide the necessary level of 

programming. This combination of .factors probably; influenced the. 

• S ' ■ ( ' / ■ * , 

variation in per diem rates. / 

In comparison , public residential facilities which serv^ all 
severely or profoundly mentally retarded residents had a substantially 
higher per diem ($58.68) than those public facilities serving fewer 

than 75% of the same type of resident ($46.86). The difference was not 

li I 

significant, however. /' 

" " • . ii . ' \ ■ 

Cost Function Analysis 
1 

Discussion of the regression outcomes is an extension and elabo- 

^ion of the multiple relationships -presented to this point. Cost 

/ ' ■ ■ ■ 

function analysis allows for a greater/understanding of the inter- 

/ 

relationships that exist among and between predictors and the dependent 

'/ 

variable, cost of care. 

Public Residential Facilities t . 

Table 4.62 presented the results of a stepwise, multiple regression 
with per diem cost of public residential .facilities defined as the 
dependent variable. Over 47%. of the variance (multiple R » .69) in per 
diem was accounted for using this equation. This outcome is quite com*- 
.parable to Piasecki et al. (1978) regression analysis for nursing homes 
which accounted for 44% of the variance (multiple R - .67). In all, 



185 • " 

thirteen factors comprised they final equation which had an overall. j 
significance of p <.00^. the variables, are presented in decreasing 
order of F ratios in T&ble 4.62. > 

r,.. . ,. ■ *r ' ■■ ..... , ■ ■ _ _ 

The single factor consuming the greatest amount of variance was 

staff ttf resident ratio (R ■ .24) which Is an identical finding of 

/ y # . „ ' ' 

Pia^ecki et al. (1978) . analysis of halfway houses. Personnel expenses 

were reported earlier as the single largest expense consuming 79% of 

the overall budget of public residential facilities. These two 

findings are consistent. 

Location in the Southern census region was the second most 

important factor in accounting for variance, and was negatively related 

to per diem cost. A similar finding was reported for both halfway 

houses and nursing homes by Piasecki and associates (1978). Newer 

facilities tended to have higher per diems than facilities in operation 

• - - • ; / ~ 

for several years. The number of operating years accounted for an 

additional 4% of the variability. Facilities which served only adults 

were negatively correlated with per diem (r= -.11) and accounted for 

6% of the variability. 

^ Once these variables have been introduced, the amount of residual 

variation explained by the remaining nine factors was less than 4%. 

The underlying dimensions of .the first four critical factors are 

a) staff to resident ratio, b) geographic location, c) number of 

a . 

years in operation, and d) age /of resident served. 
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Community Residential Facilities \ 

As -a means of comparing the effectiveness of this same set .of 
factors ~on the per diems of community residential facilities, a similar 
regression analysis was performed with the results reported in Table 4.64. 
The overall significance level (p <.05) was much higher than the signi- 
ficance^level for public residential facilities (p < .005) . Nine variable^ 
were included in the final equation for community residential facilities, 
four fewen_than the equation for public residential facilities. 

The single factor which accounted for the greatest amount of 
variability in per diem cost was the proportion of residents who were 

severely or profoundly mentally retarded. As noted earlier, community 

! 

residential facilities serve a broader range of levels of mental retaiS 
dation than public facilities that predominantly serve the most severely 
handicapped residents. f 

2 

Staff turnover was the second most important factor (R change - 
.15) which was negatively correlated (r= -L22) with per diem. In other 
words, as per diem costs increase, turnover decreases. It is inter- 
esting to note that < turnover produces no appreciable correlation , 
(r-. 03) with the proportion of severely or profoundly mentally retarded 
residents served. 

The third factor to shoV some minor importance in accounting for 
variability (R 2 change « .04) was the^ size or number of residents 
served. Size is negligibly correlated with the first two critical 
factors: proportion of severely or profoundly mentally retarded 
(r*,13) and turnover (r^ -.06). The largest residential facilities 
are also the oldest and often provide residential school services. 
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Metropolitan location and staff to resident ratio e^ch account for 
approximately 3% of the remaining variability. In public residential 
fapiiitifes, staff to resident ratio was a much more significant factor 
in explaining variability of per diems, while metropolitan location 
occupies a similar position in both equations. Higher per diems are 
reported by facilities located in urban areas and by facilities with 
higher staff to resident ratios. 

Perhaps the first^f^p-to^ entered in both equations is a reflection 
of the respective sensitivity displayed by the indicators. However, 
common to both the factors of staff to resident ratio and proportion o^ 
severely handicapped residents is an underlying dimension of organi- 
zational, responsiveness to resident characteristics. On the public 
residential facility side, this responsiveness is reflected in staff to 
resident ratio while on the community side, it is best expressed by the 
proportion of residents who are severely or profoundly mentally retarded 
In summary, the regression analysis of community residential facilities 
revealed a different set of variables influencing per diem including: 

a) the proportion of severely or profoundly mentally retarded served, 

b) staff turnover, c) size, d) metropolitan location, and e) staff 
to resident ratio. These findings partially support the results of a 
regression analysis performed on 29 community residential facilities 
performed by O'Connor and Morris (1978). They reported that the first 
factor, which was related to. both operating costs and total costs, was 
"a combination of staff to resident ratio, degree of programming, and 
age of residents" (p. 58). 
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As described in Chapter IV, a supplementary cost function analysis 
was performed on the. data of community residential facilities in order- 
to include several variables which were unique only to the community 
sector., \his supplementary analysis was presented earlier in Table 4.66. 

' This supplementary analysis was much more effective in accounting 
for, variability than the use of the common set of predictors: multiple 
r = .62 and .49, respectively. . 

'The first: and most important factor in the supplementary regression 
analysis was the index of staffing/services which consumed as mjch 
variability as the entire first equation (multiple R = .48 , R ¥ .23). 
As shown in Table 4.65,, the index of staffing was positively correlated 
with size (r=.53) , number of operating years (r=.36) , and negatively 
correlated with! family ownership (r= -59), and proprietary organizations 
(r= -.40). There is a moderately high positive correlation between the 
index of staffing/services and per diem (r=.48). The use of an index 
for staffing/services was introduced by Piasecki et al. (1977) who also 
reported "a significant contribution to per diem costs is attributable [ 

to the staffing index" (p. 41). 

: Another supplementary factor included in this analysis, was family 
ownership 1 ^ operation which was found to be the second most important 
factor in accounting for an additional 4% variability. As described 
earlier, family owned and operated facilities tend to operate at signi- 
ficantly lower rates than either proprietary or nonprofit organizations. 
The remaining factors are closely related to the order of appearance in 
the first regression equation with proportion of severely or profoundly 
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mentally retarded residents followed by staff turnover, metropolitan 
location, and staff to resident ratio. 

In summary, the most critical factors revealed in this supplemen- 
tary analysis were a) index of staffing/services, b) family ownership 
c) proportion of severely handicapped residents/ and d) staff turnover. 

The regression models used in this study did not explain all the 

variance present in cost per diems of public and community residential 

\ t 

facilities. Cohn (1979) noted two reasons accounting for this type of 
outcome. First t the" nature of critical inputs may often be environ- 
mental or historical which are difficult to quantify. Second, inputs 
cannot aL^ys be priced once they are defined. For example, in edu- 
cational production functions, staff constitute the largest single in- 
put variable measured by educational level or salary. A preferred 
proxy for staff would be a refined measure of both the quantity and 
quality of services rendered. The current study could be improved 
through refinement in the variables selected for the model particularly 
in the area of quantity^, ^quality, and mix of services provided; the 
allocation of capital costs to output; the characteristics , needs/ and 
programming requirements of residents; the overall output or number of 
residents in average daily attendance; and a throughput measure con- 
sisting of the number of admissions, readmissions, releases/ respite 
care stays, and evaluation cases. 

The use of cost functions assumes cost minimizing behavior 'on the 

\ 

part of the administrators or organizations participating. The cost 
data used in this study may reflect cost maximization rather than cost 
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minimizing behavior. In nonprofit organizations, the goal of improving 
services might mean piuring limitless funds into a bottomless receptacle. 
Those facilities which are private residential schools may be able to 
attract resoles disproportionate to their size or services\ simply 

^ . \ 

because they are more prestigious. I 

in contrast with the long run cost assumptions that an organization 
will change its size in response to the drive for economy of scale, the 
facilities in this study maintain certain size levels as a function of 
social values and treatment philosophy. In some states small is 
beautiful and regulations govern the allocation of resources to group 
homes that emulate a typical family settijf It would seem plausible 
and highly desirable in future studies to use a more refined typology 
of residential facilities rather than the gross distinction between 
public and community residential facilities. The wide variation in 
facilities under these headings may be due to different abilities or 
motivations to minimize costs of production and unequal prices or 
factors that affect efficiency. 

Finally, the application of the regression equations derived in 

. ^ ^„cf data will probably result in shrinkage of 

this study to new sample cost data wij.j. piououaj 

* 

the multiple correlations. As described by Kerlinger and Pedhazur (1973), 
shrinkage occurs because of sampling -errors, errors due to inter- 
correlations among predictors, high ratios of independent variables to 
sample size, and interrelations among predictors with the criterion. 
'• in order to estimate the degree of shrinkage, cross validation of the 
first sample results with a second sample is preferable. However, cross 
validation was beyond the scope of thi^study and was not performed. 



VI. IMPLICATIONS 

The overall purpose of this study was to examine the relationship 
between the public policy of deinstitutionalization and the costs of 
public and community residential facilities.- The outline of this 
chapter will begin with a general evaluation of deinstitutionalization 
as a public policy, followed by a» summary of the major findings and the 
policy implications of findings from this study. The final section of 
this chapter will contain a discussion of the limitations of this study 
as well as an outline of future research implications. 

Evaluation of Deinstitutionalization as a Public Policy 

Several recent publications have placed increased emphasis on pub- 
lic policy analysis through the use of evaluation theory and practices. 
Simply stated, policy analysis is "finding out what governments do, why 
the^ "do it, and what difference it makes" (Dye, 1976, p. 1). According 
to Jones (1977) , public policy is developed by raearis of three major 
phases: 1) problem identification, 2) program development, and 
3) program implementation. The need to deinstitutionalize mentally 
retarded people from public residential facilities was perceived, 
defined, and organized by executive orders from Presidents Kennedy and 
Nixon, based on pressure from interest groups concerned with the welfare 
of mentally retarded people. Demand for change was intensified by the 
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civil rights movement of the 1960s, changes in spec ia/ education j 
practices, and the spillover effects from the deinstitutionalization 
movement of mentally ill people. Finally, a national goal was set: in 
1971 for the movement of one-third of 200,00c/institutionalized j 
mentally retarded people from state institutions to community , 

/ / . f 

alternatives. Table 1JL presented a more detailed description of each 
of these important events that constituted the problem identification 
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During the 1970s, the second phase of the public policy process 
occurred. Program development occurred through passage of major pieces 
of legislation, including -amendments to the Social Security Act which 
authorized Title XIX funding for intermediate care facilities and 
established the Supplemental Security Income program. Several! landmark 
decisions established constitutional rights of mentally retarded 
residents in relatively large public residential facilities (Wyatt v. 
Stickney, 1972; Welsch v. Likens, 1974; U.S. v. Solomon, 1974) . The 
Title XX amendments to the Social Security Act and the Developmental 
Disabilities Bill of Rights Act also established deinstitutionalization 

as a national Policy. ] i. v. 

Program implementation also occurred during the 1970s as demon- 
strated by the movement statistics presented earlier in Figures 1 and 2 
The population of mentally retarded residents in public residential f 
facilities steadily declined from the peak population of 194,650 
residents in 1967 to the 1979 population of 139,400 residents (Scheferen- 
berger, 1979) . The number of CRFs grew exponentially during this same 
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period. Organizationally , developmental disabilities councils were 
established in every state to be responsible for preparation of plans 
outlining community, alternatives to. institutionalization. 

The next cycle in the evaluation process outlined by Jones (1977) 
consists of assessing the merits of the public policy of deinstitution- 
alization by a) specification of its objectives , b) measurement of 
these .objectives, c) analysis of data, and d) proposing changes, 
adjustments , or redefining the problem. 

Accepting the public policy of deinstitutionalization as the 

independent variable and the economic results as presented in p(is 

study as the dependent variable, one can examine questions such as, 

"What is the gain or loss from the distribution of burden on government 

I • • . - . - 

levels when deinstitutionalization occurs?" In this manner, research 

can be "used in reconceptia^izing the character of policy issues or 

even redefining the po 1 icy 1 agenda" (Weiss, 1977, pp. 15-16). 

An evaluation posture has b^en proposed in the past by government 

officials but was unattainable due to lack of relevant information. In 

a paper presented at the National Conference on Social Welfare in 1975, 

Thomas asked, "How far and fast have we come in deinstitutionalization?" 

Answering his own question, Thomas stated: 

I do not think it is yet possible to evaluate, on a 
national basis, what the successes and failures of recent 
efforts to deinstitutionalize have been, although we 
obviously do know many of the mistakes. In my mind they 
boil down to. over emphasis on saving tax money in the 
short run at the expense of vulnerable individuals^ under 
"emphasis on the creation of high-quality, flexibly com- 
munity based alternatives; and a general tendency to lose 
sight of the whole point of the undertaking. (pp. 6-7) 
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to the long run, Thomas (1975) asserted, "anything which more effec- 
tively responds to human needs is cheaper than its predecessor" and 
deinstitutionalization attempts to meet such needs in a humane, 

normalizing approach. 

Although final conclusions about the evaluation of deinstitution- 
alization as a public policy may be premature, it seems plausible to 
outline a few brief implications of this study. 

Summag^of Major Endings and Public policy Implications 

Constitutional Guarantee s and Level of Funding 

in 1970, Conley (1973) estimated that the total expenditures for 
residential care for mentally retarded people exceeded » billion. In 
less than tenyears, that amount has more than tripled, according, to 
the results of this study. The growth in dollars parallels the entire 
health care industry including nursing homes. Moreover, during the 
past decade, three major policy premises have been advanced which af- 
' feet the financial status' of deinstitutionalization including: 
a) mentally retarded residents who are committed to state institutions 
have a right to treatment, b) the treatment should occur in the least - 
restrictive environment, a principle that serves as the foundation for 

i4.«-T^4"iwQ and c) treatment should occur 
development of community alternatives, ana c; 

primarily at public expense. 

The U.S. Supreme Court is currently reviewing several recent 
federal court decisions involving the closing of institutions and place- 
ment of residents in community facilities. However, government sources 
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continue to finance long term residential care with a higher proportion 

/ 

of support given to public residential facilities (98%) in comparison 
with community residential facilities (72%) as presented in this study. 
The expenditure of billions of dollars to residential care provides 
evidence of state and national commitment to the long term needs of 
mentally retarded people. 

An emerging policy issue for the coming decade is the impact of 
deinstitutionalizatioa on the costs of special education in public 
schools.* The right to a free and appropriate education is assured by 
federal law PL 94-142 and the equal protection clause of the 14th 
Amendment to the Constitution. According to Marinelli (1975) the equal 
protection clause means "equal access to differing resources for dif- 
fering objectives based upon individual need and potential" (p. 248) • 
The direct implication for states and local districts is that equal 
educational Opportunities will require* differing amounts of money for * 
each handicapped child. For example, in 1972-1973, less than 60% of 
all eligible children were receiving educational services due to 

A 

inadequate resources. Kakalik et al. (1973) estimated the total 
expenditures for public education was $2.7 billion in 1972. He further 
estimated that if all eligible students were appropriately served 
during that year, the cost would have risen by $2.5 billion. 

Changes in the residential placement of children will have direct 
impact on the special education financing. As individuals with low 
incidenci levels of severe or profound mental retardation are discharged 
into community settings and are served by public schools, local district 

233 
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officials will be forced to create new programs to meet these needs, 

Marinelli (1975) prdjected that states will also be required to: 

assure that there ate adequate funds for the education of 
handicapped children so trfat a parent or guardian "not 
charged for the cost of a ^ild„'s education. To accomplish 
this the states may have to increase their budgets for 
eduction, reallocate current levels of funding within the 
total educational budget, or combine the above, and care 
fully examine how efficiently current allocations of 
resources are being consumed. (p. 253) 

One of the most crucial factors in special education financing is 
programming since different educational programs have significantly 
different costs. It is accepted that special education programs designed 
to mejlt the- complex needs of multiply handicapped- students will require 
additional specialized personnel. The need for additional personnel 
Wies greater personnel costs and increased total costs. In addition 
to personnel costs, there are several other factors that: may affect , 
. expenditures including, the community readiness, availability of support 
facilities and programs! increased transportation costs, coordination, 
follow through and case management costs as well as necessary monitoring 
and licensing requirements. It is anticipated that the potential 
benefits of shifting educational opportunities from private and public 
institutions to local public schools have greater significance than the 
reallocation of dollars from one setting - to another. Far greater com- 
munication and cooperation between education and human service agencies 
will be needed during the forthcoming decade in order to meet mandates 
while. best serving individual educational needs of children. 
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Programming Requirements and the Application of Cost Functions 

Whether provided in public or community settings, residential care 
is a labor intensive business. Personnel costs account for 79% of the 
total expenses of public facilities and 52% of the total community 
'expenses. The patterns and levels of staffing are dependent upon 
resident characteristics such as age and level of retardation, as well ; 
as the type of services offered in the broad range of residential 

alternatives.. Changes in the level of staff to resident ratio have 

i . 
substantial effects upon the cost of providing residential care in 

both public and community residential settings. 

At the present time, policy makers depend upon implicit and 

arbitrary judgments regarding combinations of input variables such as 

.staff ratios, siie of facilities, and type of. programming that will 

provide care commensurate with individual needs. Program standards and 

requirements set forth by judicial orders or accreditation councils are 

often formulated by expert opinion not data based research or results 

of cost function analysis. Although policy makers control the 

allocation of^inputs, their basic objective relates to the level and 

mix of outputs .\ If policy makers do not know how input factors combine 

. \ .. . ' . - . 

to produce outputs\the objectives will not be achieved at minimum cost 
except by chance. Cost functions can be applied to assist policy makers. 

In this study, the factors which were found to significantly 
influence the per diem cost of public residential facilities include: 
a) staff to resident ratio, b) geographic location, and c) number of 
years in operation. Higher costs are reported by facilities with higher 
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staff to resident ratios, facilitiesWated in the Northeast census 
region, and by facilities which opened\n the last six years. States 
which have undertaken a policy of decentWation by building smaller, 
specialized public residential facilities may have chosen a costlier 
method of caring for. mentally retarded people\in contrast with states\ 
which have used community based alternatives. 

Although more research and refinement of cosV models. is needed, 
the factors which were found to most signif icantlyVf feet the .per diems 
of community residential facilities were: a) the level of staffing/ 
services provided, b) the type of ownership, O resident character- 
istics such as age and level of retardation, and d) staff turnover. 
Higher costs were reported by facilities which are larger and provide a 
full range of services similar to public residential facilities. Family 
owned and operated, facilities were consistently small operations which 
' o'ffered domiciliary^ care only and reported significantly lower per diems . 
Lower per diems werej also related to two resident characteristics. 
Adults were significantly less expensive to serve than children, while 
individuals who wer'e mildly or moderately retarded were also less 
expensive to serve than more severely handicapped people. Finally, 
facilities that reported lower turnover had higher -per diems, which 
suggests that these facilities offer higher payments for personnel. 

Cost effectiveness analysis between public 'and community 
residential facilities seems futile as the characteristics of each group 
tend to polarize. Public facilities tend to have different purposes, 
serve a more dependent population, offer broader and more medically 
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related services, and have greater capital investments 4 in land, build- 
ings, and furnishings. In contrast, community residential facilities 
usually represent only one portion of the total cost of services with 
day programming, transportation, and medipal services constituting 
separate costs. To make the two types of settings equivalent for 
purposes of comparing costs is virtually impossible. 

However, if the. current movement of residents from public 
institutions continues, there will have to be a reallocation .of funds 
to community based alternatives. The overall implication of these 
findings is that the transfer of severely; or profoundly mentally 
retarded people to community based settings requires the necessary 

levei of funding to provide the required level of staffing and services 

I - . . ' ' ' . ' 

necessary to meet individual needs. While community facilities may not 

1 i ; — L_ . ■ ... 

be as expensive as public residential facilities, it is equally true 

that up to this time, community facilities have not served the same 

clientele nor provided the same level of services. 

Reimbursement Patterns and Future Development of Community Alternatives 

In a recent national survey of state mental retardation 
coordinators, the majority of respondents indicated that during the 
1980s there will be an increas^ in the number of small Intermediate Care 
Facilities for the Mentally Retarded (Allard & Toff, 1980). This 
expansion in community based facilities funded under Title XIX will 

occur because state planners cite' the availability of "uncapped" 

* i% 

funding. As cited throughout this paper, the manner of resource 

[■ 
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al'loeatifitii should not dictate the provision of services separate from 
individual needs nor should inappropriate or inefficient residential 
•itittexnatives be rewarded. The current piecemeal fundisw? sources for 
community alternatives should be modified to better address the non- 
medical residential living requirements of individuals currently served 
in Intermediate Residential Facilities for the Mentally Retarded.. 

During the summer, 1980, Senators Bob Packwood , Oregon , and Bill 
Bradley, New Jersey, introduced a bill in the Senate which would 
consolidate all community based, long term care and home health care 
services now handled by Title XVIII (Medicare) , Title XIX (Medicaid) , 
and Title, XX into a new three-year demonstration program called Title 
XXI. The purpose of Title XXI, according to the authors of the bill, 
is to shift from the institutional bias in current programs to a com- 
munity based approach for both cost and humane purposes (Handicapped 
Americans Reports, July 3, 1980). 

Rather than building programs around reimbursement sources, policy 
makers should consider projecting costs based, upon a four-step frame- 
work proposed by Bernstein, Hartman, and Marshall (1976) : 

1. Determine individual needs and appropriate programming 
services 

2. Determine costs of such programs in community settings 

3. Determine the needed levels or amounts of funding necessary 
to provide the required levels of staffing and services 

4. Determine an allocation method to distribute funds to ensure 
equity for involved individuals and programs. 

State policy makers would need an enormous amount of data and technical 

expertise to use this approach for planning purposes. Rational policy 
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making is often superceded by political negotiation. For example, 
determination of costs cam occur by three methods • First, there is an 
empirical approach using- historical data to project current and future 
needs. The drawback of this method is that historical data may not 
approximate current needs. Past expenditures may be the result of 
ceilings, political arbitrariness, tradition, or inefficiencies. A 
second approach is the involvement of experts who use historical data 
but are able to project what ought to exist and what innovative change 
would cost. The disadvantage of this approach is that the choice of 
experts is subjective and legislators may discount opinions of experts 

Finally, levels of funding may be determined by negotiation among 

v .-\ 

various interest groups and the effectiveness of lobbying. The 
N disadvantage of this approach is that the very costly needs of those 
with more serious And often less socially visible handicaps have been 
frequently neglectecl. Although impractical, the four-step framework 
in planning future changes would assist state policy makers in using 
economic resources judiciously while balancing the rights and needs of 
mentally retarded people with an effective and efficient system of 
residential alternatives (Bernstein, Hartman, & Marshall, 1976). 

Limitations 

There are five major sources of error in the present study, 
including a) definition of the population, b) sampling errors, 
c) measurement errors, dl reporting limitations of respondents, and 
eL specification errors. 

V ' 
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Definition of Population 

The present stidy is predicated on the 1977 national mail censuses 
of public and community residential facilities conducted by Scheeren- 
berger (1978a) and Bruininks , Hauber , and Kudla (1979). The original 
definitions used to describe public residential facilities did not • 
include state and county mental hospitals with units for mentally 
retarded people, while , the community residential facility definition 
excluded generic facilities 5 such as board and care homes or supervised 
apartments. Moreover, Bruininks, Hauber, ,and Kudla reported the 
response rate of the community residential facility survey was 87.9% 

which introduces biases of unknown proportions about the population frame. 

! 1 

Sampling Errors 

The data for this study were collected for a sample of facilities 
• rather than the entire population. The data are subject to sampling 
errors as presented in Tables D.l and D.2. Sampling errors are caused 
from taking a small portion of a population rather than a complete . 
census. The particular subset of the population used in this study is 
only one of many possible subsets. Estimates derived from this sample 
group may differ from estimates derived from other groups selected in 
the same way. As previously described, non-participation by community 
residential facilities with over 400 residents introduced biases whose 
effects are unknoJ. As a result of all of these factors, the 
financial estimates included in this paper may underrepresent the 
costs and relationships involving costs within the universe of 
residential. facilities which serve n2n|a}ly retarded people. 



Measurement Errors 

All financial data werd self-reported figures that were not 
checked for accuracy through other sources. Self-reported data are 
subject to an unknown potential for misrepresentation or bias.. For 
example, respondents may- hc^ve been unable or unwilling to provide 
correct .info2nnationJr_In v other instances, imprecise definitions or 
questions provided in the survey instrument were subject to inter- 
pretation. Finally, accounting procedures are not Standardized^ and 
this variability in accounting methods could create a potential for 
error. 

Although every effort was made to minimize recording, coding, and 
processing mistakes, there could have been data handling errors during 
the analysis stage. 

Reporting Limitations of Respondents 

-Questions assessing the sources of revenue and appraised value of 
land and buildings are very difficult questions for respondents, . 
regardless of willingness to provide information. The appraised value 
of land and buildings is a complex issue that had to be handled with 
the best possible estimates available to financial officers. As 
discussed previously, the sample . facilities may not be the most informed' 
sources about the federal- contributions of revenue to states for 
residential care. As a result^ the best estimates of sources of 
revenue may overestimate the state contributions and underestimate the 
federal participation. 

244 
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Specification Errors ^ 

The proposed 'cost. function models tested in this study failed to 

„ explain the majority of variance in per diems. ' The model may be 

limited by an error in specifying, all relevant independent variables. 
This limitation may be a result of. erroneous omission of variables or 
including variables that do not serve- as effective proxies. For 
. example, the quality and quantity of services provided by a residential 
' facility has not been defined in the literature nor has there been a 
refined definition for ."case mix" of residents. The only means of • 
avoiding this type of bias is . to specify and estimate the model as 
accurately as possible by including all important variables. 

Implications for Fut ure Research 

J 

Coleman (1972) urged tine development of multiple research 
' ' approaches t» bridge the world of academic discipline with the world 
of policy and action.. Referring to these activities as policy 
research, Coleman noted that evaluation of social policies required 
systematic information that had a philosophical and conceptual design 
that was timely, produced results, and was translatable between the 
university setting and the World of action. - 

The\e are at least three basic directions that future research in 
the area of cost of public and community residential facilities could 
take. The. first area would>volve the establishment of a national 
data bank for maintaining trend data on the number and movement of / 
mentally retarded people and the costs associated with the residential 

. / 
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facilities serving th^se residents. The second direction of research 

• ^S- - I. . 

would be studies concerned with analysis of factors associated with 

cost using an inferential approach. Finally, cost models can be 

designed that allow testing assumptions outside the limitations and 

constraints of the real world. Models have usefulness for planning 

changes in direction of public policies such as deinstitutionalization. 

/ 

Research on Descriptive Trends 

The "need for systematic national collection of cost information 
of residential services for mentally retarded ^people has been reiterated 

roughout this paper. The type of research studies that could be 
designed include economic analyses of selected topics at the national, 
state, and local levels. The 'growth in expenditures of. residential 
care for mentally retarded peopleNis^similar to that experienced by 
the nursing home sector. This expansion, marks the growing importance 

of planning and evaluation activities related to the long term care 

• ' \ 
needs of „this target population. \ ■■ 

k \ 
In-depth interview studies similaa^to the present study should be 

conducted at regular intervals in the future. The facilities could be 

a national random cluster sample to allow ayteam of researchers and 

accountants to make on-site visits rather than \ using the national 

probability sample approach with interviewers who cannot assist 

respondents in completing the questionnaire. Capi^l expenses should 

be examined over a long period of time (10 years) at\^e facility level 

as suggested by the National Association of Mental Retardation Program 

Directors report (1980) . National mail surveys of PRFs and CRFs can 
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gather only limited data compared to an interview study and should be 
used in intermittent years. The type of questions that can be used in 
a mail questionnaire would be limited to the total operating budget and 

the per diem rates. 

. Once a national data bank on the numbers, movement, and cost of 
serving mentally retarded people in PRFs and CRFs is established, 
federal policy makers should . combine these figures with trend infor- 
mation gathered for other residential options such as nursing homes and 
state and county mental hospitals. 

From a federal perspective, all residential alternatives for 
mentally retarded people comprise a residential system. This total 
system must compete with other programs such as defense and education 
for scarce resources. As noted throughout this study, all too often 
the focus of competition. for scarce resources has been on two options 
within the residential system, public and community residential 
facilities. By concentrating only on those two domains, policy makers 
have ignored thousands of mentally retarded people and billions of 
dollars spent on care in nursing homes, state and county mental 

r 

hospitals, and ^correctional facilities. 

Table 6.1^ presents an example of combining census figures for 
several residential options and comparing the relative use and cost of 
each type of facility-. The estimated number of mentally retarded 
people served by all these types of facilities totaled over 344,000 at 
an estimated cost of over $5 billion. The figures included in this 
brief schema mee^several criteria described by Coleman (1972) as 
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critical to effective policy research. First, the figures can be 

v 

compiled on a timely basis and second, the figures communicate effec- 
tively. By providing an overview of the entire residential spectrum, 
policy makers can examine the implications of moving large numbers of 

/ 

people from one placement to another. 

Analytical Studies 

Mayeda and Wai (1975) have asserted that federal and state policies 
for payments of human service^ delivery of care are not always consistent 
with the go-als and objectives of human development. The reimbursement 
patterns fo* services should, in theory, represent the utilization of 
services according to the behavioral needs and profiles of individual 
clients- The current trends appear to be a reverse of that theory with 
those services-which-are-ro^ : 
heavily. A policy analysis of federal and state fiscal mechanisms 
should be designed to assess whether costs cluster in relation to state 
and federal budgets, policies, and limits. The current sample was a . 
nationally representative group of .facilities which prohibited state" 
by state analyses to determine whether higher costs were associated 
with those states which* had a greater commitment to human services. 

At a state or local level , smaller studies should be designed tc-^, 
examine the relative efficiency of residential alternatives. In 
particular/ costs should be related to measured outcomes such as 
resident growth and progress oveKtime. Heal and Switzky (1976) pro- 
posed, to study the cost effectiveness of community residential 
alternatives through assessment of individual outcomes (quality of life 
and competencies in social, vocational , and self help areas). 
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Cost Models 

' Building .cost models may be a preferred planning approach in the 
future given an adequate base of cost estimates. In 1976,. Peat, Marwick,. 
Mitchell, and Co* developed cost estimates for various residential 
alternatives, as described in chapter II. More recently, the Retar- 
dation Program Office of the Department of Health and Rehabilitative 
Services in Florida commissioned a study analyzing project costs of- 
building facilities for severely/profoundly retarded individuals with 
multiple handicaps. Per person annual costs were estimated for 
residents living in three different options: 1) state institution,- 
2) a 24-bed developmental medical cluster calculated separately for 
state operation or private operation, and 3) five residential 
alternatives such as a group home for four, community training homes 
for one, two, and three residents, and a hub residence for eight — 
residents calculated separately , for state operation or private operation. 

•' State operated facilities tend to run at higher costs because of 
salary levels and benefits. The funding for state institutions is. 
primarily ''state appropriation while the other community placements used 
•several funding sources with the greatest proportion covered by federal 

"money such as Title XIX.' 

The projected cost of building new 8-bed facilities to house the 
remaining resident population at two state institutions totaled $35.5- 
million. This $48.00 per square foot figure was compared with several 
other types of facilities such as dormitories ($38.45), hospitals 
($59.05), prisons ,($48.50.) ,' and ICF/MR facilities ($42.86). Last of 
all, the report contained a brief outline for implementation. 



251 



210 \ 

\ 

\ 



The potential benefits of using cost models such as the Florida 
study include: a) preparation of a report that contains complete 
information rather than partial cost projections,' b) timeliness\in 
meeting legislative needs, c) correctness of predictions based on^ 
objective sources of information, and d) translation of a policy into 
concrete tasks with a timeline for implementation. \ 
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Table A.l 

Distribution of the Sarapleof Public Residential Facilities 
' for the Mentally Retarded, 

by Size Class and Geographic Region of the United States 



Size Classes 
(Residents) 




All Regions 


Northeast 


| 

North 
Central 


South 


West 

i v 


All Classes 










25 


11 


N 


78 


23 


19 




% 


- i on n 


29. 5 


24.4 


32.1 


14.1 


1,600 or more 














N 


14 


6 


1 


4 


3 




% 


17.9 


7.7 


1.3 


5.1 


3 . o 


1.000 to 1,599 








8 






N 


; 21 


8 


3 


2 




% 


26.9 


10.3 


3.8 


10 . 3 


2 . o 


500 to 999 






\ 










N 


28 


5 


10 


9 


4 




% 


35.9 


6.4 


12.8 


11.5 


5.1 


150 to 499 








J 








N 


12 


3 


4 


3 


2 




% . 


15.4 


3.8 


5.1 


3.8 


2.6 


Less than 150 














N 


3 


1 


1 


1 


0 




% 


3.8-- 


1.3 


1.3 


1.3 


0 



/ 
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Table A. 2 



Distribution of the Sample of Community Residential Facilities 

for the Mentally Retarded, 
by Size Class and Geographic Region of the United States 



Size Classes 
(Residents) 




All Regions 


Northeast 


" North 
Central 


South 


West 


All Classes 


N 


180 j 


38 


67 


32 


43 




% 


100.0 / 


21.1 


- 37 • 2 


1 / • O 




500 or more 


N 


4/ 


2 


2 


0 


0 




% 


^2 


1.1 


1.1 


0 


0 


300 to 499 


N 


4 


1 


2 


0' 


1 




% 


2.2 


.6 


1.1 


0 


.6 


200 to 299 


N 


8 


1 . 


2 


4 


1 




% 


4.4 


.6 


1.1 


_ 2.2 


.6 


100 to 199 


N 


14 


4 


6 


3 


1 




% 


7.8 


2.2 


3.3 


1.7 


.6 


50 to 99 


N 


14 


3 


6 


2 


3 




% 


7.8 


1.7 


3.3 


1.1 


1.7 


20 tc^ 49 


N 


22 


4 


9 


4 - 


5 


% 


12.2 


2.2 


5.0 


2.2 


2.8 


10 to 19 


: n 


32 


6 / 


14 


6 . 


6 




% 


17.8 


3.3 ( 


7.8 


3.3 


3.3 


7 to 9 


N 


26 


7 


10 


5 i 


4 




% 


. 14.4 


3.9 


5.6 


2.8 


2.2 


6 


N 


18 


3 


5 


3 


7 




% 


10.0 


1.7 


;2.8 


1.7 


3.9 


5 


N 


11 


2 


4 


2 


3 




% 


6.1 


1.1 


2.2 


1.1 


1.7 


4 


N 


13 


2 


3 


2 


6 




% 


7.2 


1.1 


1.7 


1.1 


3.3 


3 


N 


5 


1 


2 


0 


2 




% 


2.8 


.6 


1.1 


0 


1.1 


2 


N 


5 


2 


1 


0 


2 




% 


2.8 


1.1 


.6 


0 


r.i 


1 


N 


4 


0 


1 


1 


2 




% 


2.2 


0 


.6 


.6 


. 1.1 



289 s 
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Table A. 3 . 

Stapling Rates* and Expected Sample Sizes for the Study 
of CoaBunity Residential Facilities and Their Mentally Retarded Residents, 
by Size Class, United States, 1977 



Size Classes Number in Population 
(Residents) Facilities Residents 



Facility Number of 
Sampling Sample 
- Rates Facilities 



Expected 
Number of 
Residents 



With: - 
Facil-t -y 
Sampling 
' Rates 





All 


Classes^ 


4,427 


62,397 




180 


/ 1076 b 


1:58 


1. 


500 


or 


more 


4 


2,316 


1:1 


4 


/" 40 


1:58 


2. 


300 


to 


499 


4 


1,540 


1:1 


4 / 


' 26 


1:58 


3. 


200 


to 


299 




1,963 


1:1 


- 8 / 


34 b 


— c 


4. 


100 


to 


199 - 


77 


10,001 


mi:714.357 


14/"" 


172 


714.357:58rr»i 


5. 


50 


to 


99 


140 


9,629 


mi: 687. 786 


i 


166 


687.786:58ni 


6- 


20 


to 


49 


348 


10,653 


mi:484.227 




184 


484.227:58m i 


7. 


10 


to 


19 


848 


10,950 


; m 1 :342.133 


32 


189 


342. ; 227;58m i 


8. 


7 


to 


9 


933 


7,373 


8^:283.577 . 


26 


127 


283.577J.58mi 


9. 






6 


518 


3,108 


1:29 


18 


54 




10. 






5 


312 


1,560 


1:29 


11 


27 


1:2 


11. 






4 


371 


1,484 


1:29 


13 


26 


1:2 


12. 






3 


315 


945 


1:58 


5 


16 


1:1 


13. 






2 


326 


652 


1:58 




11 


l sl 


14. 






1 


223 


223 


1:58 


4 


4 


1:1 



•The overall sampling' rate of 1:58 for residents has two components: Facility 
^I„, r.teHnd resident sampling rat., within sample facility 
classes 4 through 8. the facility sampling rate was mi/I F . where mi was the size 

<number*of ;..id.nt.) assigned to the ith facility and I F was -"rained by 
otvidln, the residents total by the number of sample facilities to be selected from 
a size claas. The Mnpling rate within the facilities was l F /SBm 1 . 

b£xpected sample sizes assuming a constant, overall rate of 1:58. 

csasvling rate, varied . fro* approximately 4:58 to 1:58. See discussion in report 
describing sasplo design. 
Source, Population data provided by. the research staff. University of Minnesota.. 
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RESIDENTIAL FACILITIES FOR 
MENTALLY RETARDED PEOPLE 



Projecc 12 
Fall. 1978 



sia 



SURVEY RESEARCH CENTER 

INSTITUTE FOR SOCIAL RESEARCH 
THE UNIVERSITY OF MICHIGAN 



Facility Number 



1. Interviewer 's Label 



Dace 



INSTRUCTIONS ■ "* 

Pl.ase use the Balance Sheets and Income Statements for the last complete budget 
ye"" !n coveting the following questions. Accountants' financial statements 
wiU differ from government reports; « herefore . responses from accountants 
«ite»ints are preferred if available. Round off amounts to the nearest whole 
dollar . 

This information will be kept rl, confidential and will be used only in ^ 

reports presenting group summaries. 

If vou/facility provides care for mentally ill or chemically dependent individuals 
L weU Omental!; retarded, give financial figures .for mentallv retarded persons 
onl£. , 



BUDGET YEAR 



> 



Please list the dates of the facility's most recently completed 
budget year. All questions should be answered using this same 



•time period. 



MONTH 



/ 



DAY 



19 TO 

YEAR s 



MONTH 



DAY 



19 



YLAK 
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I. SOURCES OF REVENUE 

1. Please list che specific source of Government Fund* and cht •■r- /roo Coueu/' 
Regional, Srate and Federal governmentf\Sourcee (I.e., Count) State 
Appropriation, Title XIX, Title XX). 

A. GOVERNMENT REIMBURSEMENT AND SUPPORT 

SOURCE {It no ftovcrnment sufi ^ » neer none) AMOCfllt 

. — — - tz 

'2 . 1 : $ _ 

\ * : $ 

TOTAL GOVERNMENTAL $ 

2. Whax amouncs w*r* received from residents' private funds (personal or familyDoj 
trora residents' SSI or Social Security checks to support the operating budgee.0 
this^faciiity? 

8. SUPPORT FUNDS FROM INDIVIDUAL RESIDENTS 

SOURCE (If nc reslderit support, enter none ) AMQlfjJ 

S - 

: $ ■ 

TOTAL RESIDENT , S 

3. Please list ail other sources of funds and/amounts. Include donations, church « 
support. United Way, contributions from Association for Retarded Citizens, sp((' 
grants or gifts. ; 

C. OTHER SUPPORT AND CONTRIBUTIONS 

SOURCE (If no other sources, enter none ) *J1!3^\ 

■ • • • ' • • • 5 ^ 

£ __ $ 

S 

. $ 

TOTAL OTHER REVENUE S 

U. TOTAL FUNDS OR INCOME FOR THE YEAR ENDING 

- ' C 19 ' 

' MONTH DAY YEAR >£N 
(Add Subtotals I, 2, and. 3) ....... TOTAL REVENUE $ ^ 
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' II. EXPENSES 



payroll Excuses 

*A- Tot *l payroll expenses ' * 

Tot *l payroll taxes including FlCA (Social Security), 
W ° rk *W» Compensatton and Unemployment Compensation . . . • . 

\ C. T<K *l p aid for fringe benefits l nc l^ding . , $ 
/ 0 rOll ii n * al th. lif* Insurance, retirement'. * ■ 

\ ! 1 

capi taL Expenditures ' 

*A- r " uri >ltu*'* an<1 fixtures * ' 

*B. E" u Wnt / ' $ 

*C * ul ldi B gs. - •'' : • ' $ 

#D» Leas *h0 i<J improvement* 

•e. uan ^ ■ i \ . . - . 5 

TOTAL CAPITAL EXPANSE $ 



i .• 

#7. ALL OTHEH SENSES (NONp£I^ONNEL AND NONCAPITAL) 

8. TOTAL EXILES FOR VEAR ENDING « 

(Add * u bt ot als/£ 6, 7) • • ; • ' / 

/ % 

/ II*. PER DAY CHARGES AND COSTS 

,9. What the average pe r day per "person charge rate for 

a resi^t^ c o live In this facility during the past year. . 



# i0, vrtiat the^&S&Mr day per person co^j^te for a 

resident to .xivJFCTWli facility during the past year 



*pef tn itlon* of ch eae Item* appear on the last page 



27. 



i i 
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I ! . 



13. 



19. 



\ IV. GENERAL QUESTIONS' 

\ 

1^ ti u . fxivmia cocal given -In question 8 higher, lower or equal Co che Income 
tft.il ^iven in quescion 4? ^ 

Ql. Higher Qj. Equal \ Q 5. Lower 

U i he i.ipical expenditure cocal given in queJdon 6 higher, lower or equal co 
the . ipical expendicure cocal of a cypical; year? \ 

Ql. Higher' Q3. Equal [j5. Lower 

\re die expense and income figures given on quescions 1 - 8 for mentally recarded 
resiJencs *>n_lv Y 

Ql. Yes Qs. No 

.:ii.K perrent.iw of che cocal operacing expenses given in quescion 8 was used co 
••rovUlJ -.tnuciired day c ime t ra ining and services, special educacion classes, work 
ir.iinitw or shelcered work employmenc racher Chan food and lodging? (If cocal in 
..K^tton. .S Jid not include such coses, encer "0" here.) 

PERCENT 

/ 

» 

/ 

vour facility renced? J 
Ql- YES No 

I 5a. Wliac was che cocal rtnc expense for / \ 

c!»e vear ending : * * 9 ■ ■ • - ' ■ •/ " ' S 

MONTH DAY YEAR If renc/is given go co Q. 17 

/ ' / 
;;h.ic is che esciraaced appvaised valuacion of che land and i 
b,»iMin*s of chis residencial farilicy?. - . / i ' ' ' S 

<t>>a. If appraised valuacion is unknown f/ whac is che esrimaced 

narkec dollar value of che land arid buildings?. . { S 

*ii.u is che escimaced markec dollar value of che 

:*.irni^hin>5S of chis residencial facilicy? s 

Wluc was che cocal expense for repair and malncenance of 

. tpic.it items fciven in quescion 6? (Include labor costs) $ . 

;i»ac is die land area or lot sUe? 

ACRES OR BY _ _ FEET 

y 

Is chis facilicy a non-proflc or profic organ izadon? 

| |l, Son- ^flC rr|s. Profic t 



y 0ef inlclons of chese icems appear on che Iaac page. 
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^ g VARlFICATTON OF TER MS USED 

„ tot*. PAYROLL EXPENSE: All wages and alaries paid to employees. iniMding 

est. ^r„r«".~::. — •»•»»• <• -"••»• 

\ retarded. 1 



Q. 5B 



Q. 6 



Q. 10 



5 



TOTAL PAYROLL TAXES: Include employers' portion of FICA. Federal and State 
Unemployment Insurance. Workmen's Compensation, etc. 

CAPITAL EXPENDITURES: Costs for improvements. Include costs for lon^-term 
additions or benefits which are distributed over time. 



ment, professional dues, travel, etc. 



CHARGE RATE- This would be the per day per person per diem charged for a 
SlSnrSliU in this facility. This figure mi g hc also be known as ch, 
reimbursement -r»t*^ — -■■ ~* ' *" 

COST RATE: If the per day per person cost for a resident to live- in th.s 
facility is known, please give this figure. 



sate :rrj'^ j£»rj~\ 

in Q. 1A- / ■ 

'• / . ■ 

0 n AFPRA-SED VALUATION: Appraisal of Jand^d^uUd^ 
° appraiser, such a. American Appraisal ciSplHiy-TSriarp*, publ ». ^ . . I ». »» 

or FHA Jr resident ial - homes . 1 

a li.tisldati on basr.s.. 



Q. 18 



REPAIR 'iMB HA -UlftHCE OF CAPITAL ITEMS: The costs of purchasing servi..- 
?r!« outs ,/l aources for maintenance and repair of buildings, equ.rm.nl. 

or other improvements to the buildings and grounds. 
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SECTION E: FINANCES 



INTERVIEWER CHECKPOINT 



ril. FINANCIAL QUESTIONNAIRE WAS SENT AHEAD AND HAS BEEN FILLED 

1 1 OUT AND COLLECTED BY YOU **CO TO E2 

rU FINANCIAL QUESTIONNAIRE^ ^OT SENT AHEAD OR WAS NOT 
^ FILLED OUT 



Ela. INTERVIEWER CHECKPOINT 



Ql. THIS IS A PUBLIC FACILITY (ID NUMBER STARTS WITH "0") 
2. THIS' IS A COMMUNITY FACILITY ^ 



4?> 



I 



SEE CREAM STAFF COMPOSITION INFORMATION SHEET FOR THIS 
FACILITY. Q. 1 

Elb. I 1 1. FACILITY EMPLOYS STAFF OTHER THAN FAMILY 
l *- J MEMBERS 

□ 2 FACILITY RUN ENTIRELY BY MEMBERS OF A 
cTwf-ir FAMILY— TURN TO P. 24. E3 



f 

Elc. 



Ue would like you. or your accountant, or whoever prepares your 



PLACE 



TIME 



Cn addition) I want to chi, for. with you. (HAND R VM* P.«vr 

STAFF SEPARATIONS SHEET.) 

On. of the most difficult problems ^^^^^ .£ ^[t^t S w, 

retaining qualified people to work direr ""^J, and t0 Wll<w ,„ « t ,n 

ch* ,,ount of employee turnoye^ on a month- o-mon h basi • »" ^ |H ., p .. 

So recruit and hold good staff in residential facilit.es. 

„ m'IIVi vou to fill out this form regarding all dir^. t .a 
For this reason w. would Ik « facility for the next 30 dav>. 

staff who formally separate from tins raiimy tor 

_^-r^NfKIPATE THE NUMBER OF Dt.RECT CARE STAFF SEPARATIONS DURIN, Till' N..V. 
30 DAYS AND LEAVE AN AMPLE SUPPLY OF FOK-.S. 



CO -OVER FORM AND INSTRUCTIONS WITH R AND ARRANGE TO: 



HAVE R SEND IN THE FORM IN 30 DAYS 
1# (IF FACILITY IS 50 MILES OR MORE 
FROM YOU) ' 



COME AND PICK UP HIK KOKM IN 
2 35 DAYS (IF FACILITY IS I.KSS 
THAN 50 MILES FROM YOl ) 



""TURN TO P. 27, SECT * ON F 
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K). Murine rhe past year, have you received a monchly check for the care of che 
rtrnt il'lv retarded residents who . Live here? 



/ i 



[ 



I. YF.S 



NO 



•CO TO E3b 



il»»w much was the amount f©f the check? 



r 



FOR 



NUMBER RES T DENTS 



i IF R INDICATES THERE WAS A DIFFERENT RATE FOR DIFFERENT RESIDENTS 
*!.OiRD HF.KE) 



H.\ I K I 
.KAft 2 



FOR 
FOR 
FOR 



NUMBER RESIDENTS 
NUMBER RESIDENTS 
NUMBER RESIDENTS 



Jo. 



i>u vnu receive jny other money Last year to operate your home for 
utc Mentally retarded ..residents who live here? This does not mean 
r?uncv intended for residents 1 personal use. 



L. YES I 



5- NO 



•TURN TO P. 25, E4 



: ! u : ; }.>w run h noncy was chat for the entire year? 

S " 



i V 
s '■ 
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E4. What were your total expenses for 1977? 

$ : ■ ; , 

OF R'S RECORDS .AM FOR A FISCAL YEAR INDICATE DATES BELOW) 
FROM 



TO 



E4a. Did you have any staff to help you operate this home during la.M 
(fiscal) year? 



1. YES 

T 



5. NO 



£4b. How much did you spend for payroll taxe. and fringe br-m-.K- 

for the staff employed last ye.ir. 



E4c. How much of the total am nt 

S 



(fib) was for pavroll la**- 1 



E4d. How much 



of the total amount (E4b) was for. fringe benefits? 

S . ' 



E5. Do you own this home, rent it. or what: 



1. 



OWNS OR IS 
BUY INC 



NF-ITHF.R OWNS NoR Kt.NiS 
(SPECIFY): 



E5a. What is the appraised value or 
market resale value of this 
home? 



K5b. How mtuh did pnv t^r ri?n( 

last ( f i ss j I ) vi-.ir * 
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l.asc (fiscal) year did you spend any money on remodeling, new furnicure or 
equipment for che mentally retarded residents who live here? 



I. YES 



5. NO 



»TURW TO P. 27. SECTION F 



E6a. How much did you spend last year? 



E6b. Were che coses for remodeling and equiv enc higher, lower or about 
che same as in ocher years? 



1 i HICHER 




5. LOWER 




3. SAME 



I 



i 
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Table D.l 

Approximate Standard Errors and Coefficients of Variation 
for Five Estimated Cost Items for Public Residential Facilities 

for the Mentally Retarded 



Estimate Standard Error Coefficient of 
(millions ) (millions ) Variation (%) 



Total Revenue 
Total Payroll Expenses 
Total Capital Expenses 
All Other Expenses 
Total Expenses 

Note: Estimates provided by Irene Hess, PhD, Director of Sampling 
Section, Survey Research center, University of Michigan. 



$2,626.6 
$2,157.8 
$ 140.9 
$ 426.5 
$2,735.5 



81.5 
62.4 
20.1 
29.9 
81.3 



3<10 
2.89 
14.30' 
7.00 
2.97 



Table D.2 

Approximate Standard Errors and Coefficients of Variation 
for Five Estimated Cost Items for Community Residential Facilities 

for the Mentally Retarded 



Item Estimate Standard Error Coefficient of 
(millions ) (millions ) Variation (%) 

Total Revenue 
Total Payroll Expenses 
Total Capital Expenses 
All Other Expenses 
Tot&l Expenses 

Note: Estimates provided by Irene Hess, PhD, Director of Sampling 
lection, Survey Research center, University of Michigan. 



$484 .046 22.721 4.69 

$267,605 „^ 15.976 5.97 

$ 59.989 13-290 22.15 

$193-521 10.036 5.19 

$517,815 27.780 5.36 
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Sampling Errors 



The results reported in this study welre derived from a sample 
survey and not the complete population. Tllere are two basic types of 
errors that affect sample surveys - sampling errors and nonsampling 
errors- Sampling error is defined as a measure of the variation among 
the estimates from all possible estimates, and thus is a measure of 

the precision that an estimate approximates the average result of all 

' \ ■ I 

possible samples- For example, the particular sample used in this 

survey is one of several possible samples that could have., been selected 



:ive 



using the same sample design- Estimates derived from each sample would} 
differ from each other with the sampling deviation defined as the 
difference between a sample estimate and the average of all possible 
estimates- Nonsampling errors have been defined as including a wide 

range of issue^^from definitional problems and missing data to coding, 

i 1 
processing, and imputation errors- The accuracy land precision of 

- 1 1 i 

population estimates presented in this report are\ determined by botH 

sampling and nonsampling errors - 

The estimated totals were obtained by inflating the reported data 

for each facility by the reciprocal- of the selection probability for 



the facility. The formula for the calculation of cjpproximate standard 
errors is that given as Model II Form (a) in Kish alnd Hess 1 , (1959) : 



Standard error (y) = 
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where y r - cost estimate 



th . • , th 

y ^ ~ weighted total for the g facility in the h size 

stratum \* 



th 

G = number of sample facilities in the h stratuin^ 
H = number of size strata , 
As presented in Tables D.l and D.2, the, sample estimate and an 
estimate of its standard error permit us to construct interval estimates 

with prescribed confidence h e interval includes the average result 

./ 

of all possible samples (fo. ■ /en sampling rate) . 

• '. To illustrate, if all puioiblc samples were selected, with each of 
these samples surveyed under essentially the same conditions, and an 
estimate and its estimate.! standard error calculated from each example, 
then: : .' l - 

a) ^proximately 2/3 df the intervals from one standard 
error above the estimate would, include the average 

value of all possible samples. We /call an interval / 
from one standard error below the estimate to one 
, standard error above the estimate; a 2/3 confidence 

interval. 

b) Approximately 9/10 of the intervals from 1.6 standard 
-v/' errors below the estimate to 1.6 standard errors 

above the estimate would include the average value 
* of all possible samples. We call an interval from 
1.6 standard errors below the estimate to 1.6 
standard errors above the estimate a 90 percent 
confidence interval. 
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c) . Approximately 19/20 of the intervals from two standard 

* 

errors below the estimate to two standard errors above 
the estimate would include the average value of all 
possible samples. We call an interval from two stan- 
dard errors below the estimate to two standard errors 
above the estimate a 95 percent confidence interval. 

d) Almost all ^intervals from three standard erros below N 
the sample estimate to three standard errors above the 
sample estimate would include the average value of all 

: possible samples-. 

The average value of a\Ll possible samples may or may not be con- 
tained in any particular computed interval. But for a particular 
sample, one can say with specified confidence that the average of 
all possible samples is included in the constructed interval. 

In the last columns of Tables D.l and D.2\are the coefficients of 
variation. The coefficient of variation is the relative -standard 
deviation, free of the" units in which the estimate is measured. The 
smaller the coefficient of variability, the more Iprecision. The rela-. 
tive standard error is defined as the standard error of the estimate 
divided by the value being estimated.'. Coefficients of variation were 
calculated before dollar values were rounded. . 
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